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Mr Bevin Thinks Again 


HE storm over Mr Bevin’s handling of the Middle Eastern crisis, 
which threatened last weekend to blow away the policy and perhaps 
the Foreign Secretary himself, subsided on Tuesday like a gale that 
had suddenly spent its force. In a quiet—almost tame—Howse. of 
Commons Mr Bevin made his statement, answered questions with more 
than his ordinary skill and deftly gained a week for further thought and 
negotiation. What was the reason for this sudden détente ? In part, Mr 
Bevin won it by his plea that negotiations were going on between the Jews, 
Egyptians and “ other contestants” and that a full debate at this point 
might disturb talks which were obviously of a very delicate character. 
But the real reason for the change of mood—particularly among the 
Labour back benchers—was the widespread conviction that, at the 
Cabinet meeting last Monday, the Government made a decisive break 
with earlier policy over Palestine and that Mr Bevin would shortly have 
a new one to announce. 

Two facts supplied the basis for this belief. The first (accompanied 
by a scurry of more or less inaccurate reports from Washington) was the 
interview between the British Ambassador and Mr Lovett, the American 
Acting Secretary of State. The second, which seemed superficially less 
significant, and could indeed have been interpreted simply as a gesture, 
was Mr Bevin’s decision to let the Jews in the internment camps in 
Cyprus—all men of military age—go to Israel as soon as transport could 
be provided. 

In fact, the gesture was of such a kind that logically it could only spring 
from a change of front-in London. In recent months, British policy 
towards Israel has been based upon two assumptions—first, that Israel, 
intoxicated by military success, might risk an attack upon a neighbouring 
Arab*State ; and secondly, that the support given to it by the Soviet 
Union, together with its blood ties with eastern Europe, implied that 
the new state would be on the wrong side in the cold war. London’s 
view of Israel was that it was potentially a hostile state. The gesture of 
releasing men of military age from Cyprus cam mean one thing only— 
that the British Government no longer choose to regard Israel as hostile, 
and that they no longer believe it will expand further by force of arms. 
Otherwise, as Mr Churchill pointed out in the House, Britain would 
appear to be “ reinforcing both sides.” And if Britain has withdrawn the 
charge of hostility, or no longer believes that Israel’s present aggressive- 
ness will last, it is difficult to see what can now stand in the*way of de facto 
recognition of the Israeli state by Britain and the bringing into line of 
British and American policy over Palestine. This presumably is the 
substance of Sir Oliver Franks’s continued discussions with the American 
State Department. If Britain is now ready to accept the reality of the 
Jewish state, it is to be hoped that the United States will do its part to 
hasten a Middle Eastern settlement by recognising the need to mollify 
the bruised hopes and hurt pride of the defeated Arabs, and to assuage 
their fears of later Jewish expansion by firm guarantees of whatever 
frontiers are now to be drawn. 

Mr Bevin has thus secured a respite, and there is even reason to believe 
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that, before next week is out, he will have triumphed over his 
keenest critics. But the change in government policy does 
not itself settle all issues. The task of securing some workable 
Middle Eastern settlement remains. It has still to be shown that 
Britain and the United States, having been at loggerheads so 
long. can now achieve the unity of outlook which has always been 
the condition of a lasting peace in the Middle East. Above all, a 
quick change of direction at this point, dictated to a large 
extent by military events in Palestine and by the attitude of the 


White House and State Department, does little to answer the . 


charges so hotly made a week ago—that Mr Bevin’s general 
handling of foreign policy has been incompetent and that 
his whole record as Foreign Secretary deserves censure. 
Parliamentary critics may not voice such sweeping con- 
demnation when the time comes for debate, but it has been 
widely made, in Parliament, in the press, and in general politi- 
cal gossip. Mr Bevin has undergone more widespread attack 
in the last fortnight than at any time in his career. Has he 
deserved it ? 

The critics have clearly gone much too far. Looking back 
over the four taxing years during which Mr Bevin has held 
office, one is compelled to admit that the general lines of his 
policy have been right and that, in his first years of office at 
least, it required considerable political courage to maintain 
them. The Labour Party in 1945 was new to responsibility 
and it brought from its long exile many dogmatic ideas on the 
proper conduct of foreign policy, in particular on the desirability 
and undesirability of various international alliances. The 
general unpopularity of the United States as a “ capitalist 
citadel ” was enhanced by the American swing to the right in the 
elections of 1946. The pressure on Mr Bevin from his own 
party to turn his back on the United States—reinforced up to a 
point by British imperialists on the right—must at times have 
been almost overwhelming. Yet, doggedly and sensibly, the 
Foreign Secretary assessed the true nature of Europe’s depend- 
ence on the new world and when the dramatic moment came 
with the Harvard speech in 1947, he was ready to seize it. His 
initiative was undoubtedly the starting point in Europe of the 
Marshall plan, Western Union, the Atlantic defence pact and 
the other measures which have revolutionised world politics in 
the last eighteen months. 


National 


“sc OU will see, then, that as long as we are in this im- 
poverished state, the result of our tremendous efforts in 
two world wars, our own consumption requirements have to be 
the last in the list of priorities, First are exports . . . ; second is 
capital investment in industry ; and last are the needs, comforts 
and amenities of the family.” These sentences from Sir Stafford 
Cripps’s speech at Workington were quoted in an article last 
week. But they are well worth coming back to, since very 
nearly the whole of economic policy can be found within them. 
Sir Stafford’s chief omission was his failure to give the expendi- 
ture of the Government itself its proper place in the list of 
priorities. But, this apart, the scale of priorities set out is a 
complete economic programme. The nation’s first task is to 
make itself internationally self-supporting again—to close the 
gap in the balance of payments. The second task is to turn 
itself into a more efficient productive machine. The immediate 
standard of living, whether it be achieved by the free spending 
of the people or by the social welfare and security schemes of 
the Government, must necessarily follow after these earlier 
priorities. 
This economic doctrine cannot be drummed in too often or 
too insistently. The safety of the British people depends entirely 
upon its being accepted and acted upon. Perhaps the first 
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Similarly in the Middle East the general lines of Mr Bevin’s 
thinking have been correct. He staked his political reputation 
on securing American participation, knowing that no settleme, 
in Palestine was possible without it. With more understanding 
from America and less bitterness from the Jews, the broad 
outline of British policy might well have been achieved. He 
also had some imaginative grasp—and this is often forgotten 
amid the pre-occupations with Palestine—of the economic and 
social problems of the whole Middle East. 

What, then, has gone wrong? Last week’s storm would 
hardly have been so sharp had it not sprung from more than 
momentary irritation. Perhaps the truth is that Mr Bevin’s 
methods have not been as impeccable as the general aim he has 
tried to pursue. He appears to have no great gift for sustained 
executive action. Policies taken up are dropped again and the 
implications of various steps have not been worked out. In 
particular he has never adequately executed his original idea, 
that if the current social revolution in the Middle East states is 
to follow a tranquil and western—as opposed to a violent and 
Communist—pattern, practical ways must be devised of helping 
inefficient governments to do an efficient job. It is true that the 
organisation of the Foreign Office itself is partly to blame for 
the lack of continuity. It has had in the past no central body 
responsible for the type of planning and forethought which Mr 
Marshall introduced into some aspects of American foreign 
policy. But Mr Bevin must carry some of the blame for this. 

Another weakness has been the injection—particularly over 
the issue of Palestine—of personal egotism and irrational preju- 
dice into what should be cool assessments of objective situations. 
It is hard to believe that the British attitude to Israel would 
have remained so rigid for so long (at last, perhaps, to be 
reversed so suddenly) if obstinacy and vanity had not played 
their part. And yet when all these defects—lack of concentra- 
tion, vanity, emotional unreliability—are added together, they do 
not efface Mr Bevin’s achievement. In some respects they reflect 
the negative aspects of a doggedness and self-reliance without 
which British foreign policy might have floundered into disaster. 
Those who criticise Mr Bevin most are often least able to sug- 
gest a successor. To be held, for all one’s faults, to be more 
or less indispensable is no bad record in the exceptionally testing 
field of foreign affairs. 


Priorities 


priority of all—the need for maximum exports—is now widely 
enough accepted. At least, there has not in recent months been 
so much irresponsible grumbling about the reservation for 
export markets of the best products of British industry. Whether 
there will be general willingness to make the further efforts, 
particularly in cutting costs, that will be necessary to sustain 
the export drive when the sellers’ market finally comes to an 
end is another matter. For the moment, however, the first 
priority is accepted. 

The second priority is, perhaps, also accepted in principle. 
But constant vigilance will be needed to ensure that it is acted 
upon in practice, for a policy of productive capital investment 
is vulnerable to a number of attacks. First, there is the constant 
tendency to cut down the total of capital investment. When 
some reduction has to be made in the total demands upon the 
scarce resources available to the nation, it is always tempting to 
cut the capital programme first, precisely because its fruits lie 
in the future. Secondly, there is the tendency to give forms 
of capital investment that contribute to social welfare rather 
than to industrial productivity the lion’s share of the total 
capital programme—to build relatively too many houses and 
schools and relatively too few factories. Thirdly, there is the 
insidious temptation to believe that capital investment can be 
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accomplished by purely financial devices without any real present 
abstinence on the part of the nation. Attention is rightly being 
concentrated at the moment, for example, on the effect of rising 
prices and high taxation on industry’s depreciation and obso- 
lescence funds. These questions are important; but it is 
not enough—not nearly enough—to see that money is set aside 
for new capital in sufficient volume. Still less is it enough to 
release money that has been set aside in past years. If there 
js to be capital investment, enough of the real current resources 
of the community must be set aside for this purpose, and 
not used for anything else. And fourthly—perhaps, in 
the long run most importantly—it is a delusion to suppose 
that a nation can, for long, sustain an adequate volume of new 
capital creation without a large flow of personal savings originat- 
ing in individual thrift. It is only in theory and on paper that 
a budget surplus can, in the long run, replace private savings. 
At best it is a cumbrous form of saving, likely to lead to equally 
cumbrous forms of investment. But the real objection to it 
is that it is unlikely to persist. A nation as heavily taxed as the 
British is not, in the long run, going to bear still heavier taxes 
for the purpose of providing a permanent budget surplus. It 
will certainly not do so if full employment comes to an end. 

The second priority will thus need a great deal of defending 
in the years to come. But perhaps the most urgent necessity at 
the moment is to insist on the posteriority of consumption. It 
was discovered during the war that a mere priority list, a simple 
direction that such-and-such came first, was quite useless unless 
positive steps were taken to hold back the rest. So in peace- 
time, exports and capital will not get their priority unless con- 
sumption is given an effective posteriority. The chief reason 
for insisting on this now is that it is the chief gap in the Govern- 
ment’s policy. They have taken definite, and on the whole 
effective, steps to advance exports and to maintain productive 
capital expenditure. Their measures to hold back consumption 
have hardly been definite, and if they have had any effectiveness 
it has not been because of any resolution on the part of 
ministers, but because of the hard pressure of events. 

It must be obvious to anyone who will take the time to do the 
simple sums on the back of an envelope that the margin of 
national resources left over for consumption, after exports, the 
capital programme and the expenditure of the Government have 
taken their shares, is considerably smaller than before the war. 
Yet the wage-earning majority of the population, on the average, 
continues to have a total of money incomes which, at the pre- 
vailing level of prices, could buy considerably more than before 
the war—if only the supplies were there to be bought. It is 
impossible to have a sound national economy—in a free com- 
munity at least—unless the pressures that bear upon the 
economy as a whole are fairly exactly reflected in the pressures 
that bear upon the individual, so that public interest and private 
interest pull the same way. But in this country at this time, the 
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Opposite is true. The pressures bearing upon the community 
are for more work and less consumption. The pressures bearing 
on the individual are for less work and more consumptiofi. This 
is a little less true under Sir Stafford Cripps than it was under 
Dr Dalton. It is not now getting worse, as it was then ; but 
this state of incipient inflation, of bursting seams and stretched 
tendons, is still the major defect in the Government’s economic 
policy. Sir Stafford sees it in the abstract ; but he is unable or 
unwilling to do anything about it in practice. He calls for an 
end to increases in wage rates ; but he does not get it. He says 
that the food subsidies must not increase any further ; but they 
do. Yet to permit money incomes to rise while deliberately pre- 
venting prices from rising pari passu is to make mockery of his 
own doctrine that other things must come before consumption. 


* 


The economics and statistics of this argument are familiar, 
and with the budget season just beginning, they will be well 
rehearsed between now and Easter. There is no intention of 
going over them once again here. But in preparation for the 
debate, it is perhaps worth while to attempt to clarify some of 
the moral and political arguments involved. 

No politician on either side has yet had the courage to say 
that the people of this country ought to accept a lower standard 
of living—not necessarily a lower standard than they are now 
enjoying, but a lower standard than that to which their present 
money incomes theoretically entitle them. Sir John Anderson 
came very close to it once, but he had to beat a retreat. The 
reason for this unanimity in discretion lies in a curious confusion 
in popular thought. The only acceptable ultimate object of 
economic policy is to raise the standard of living of the people— 
so much is universally agreed. But it is nonsense to deduce 
from this the further principle that the standard of consumption 
must never, in any circumstances, be abated, except in wartime. 
War is accepted as an emergency when sacrifices in the present 
standard of living can be asked for in order to protect it for 
the future. Surely the present economic emergency is an exact 
parallel. Those who advocate a deliberate and open limitation 
of the standard of consumption in this country do not do so for 
the pleasure of it, but simply because they believe it to be 
a necessary part of a policy designed to reach at the earliest 
possible moment the point at which all restraints can be 
removed. Are they the enemies of the people because they 
hope to see in the future a higher standard of living for ail 
rather than the permanence of present conditions ? And are 
those the friends of the people who invite them to look no further 
than their noses ? 

+ 

There is another question involved in the general debate, 
which politicians apparently find even more embarrassing. This 
is the question of equity as between different social classes or 
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‘income groups. Here also there seems to be a strange con- 


fusion of thought. Nobody believes in the complete equality 
of incomes for all—except perhaps Mr Bernard Shaw, and he 
only in theory. Certainly the leaders of the Labour Party, who 
draw their Ministerial salaries, or their back-bench followers, 
who raised their own emoluments to £1,000, or trade union 
leaders, who insist on the necessity of maintaining wage differ- 
entials—certainly none of these believe in complete equality. 
They all believe that some degree of inequality is essential to 
the proper functioning of a society and an economy ; but they 
apparently shut their eyes to the possibility that egalitarianism 
may already have gone so far as dangerously to weaken the 
motive power of the economy. Here again, there is no reason 
why anybody should be frightened of this argument. It is not 
that the middle and professional classes have any moral right to 
higher incomes (they may, indeed, have such a right, and in 
any case they have as much right as the trade unions to defend 
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their own interest, but that is not the present point), but thy 
some retreat from egalitarianism is needed in order to inex 
the efficiency of the whole system and thus to provide a highe 
standard of living for the working classes. As with the previog 
argument, so with this: those are not the best friends Of th 
poor who tell them simply to grab and hold on to as much 
they can get at the moment. 

It is understandable that politicians have to be cautious, 
need they be quite so frightened of telling the people the try 
as they appear to be ?. The arguments for setting present limiy 
to the consumption of the mass of the people, in order thy 
those limits may later be abolished, are not very difficult o 
very subtle ; they can be put quite simply. Are the politician 
—those of them, on either side of the House, who see the futue 
clearly—quite sure that they are not underrating the capaciy 
of the British electorate to respond to sincerity and courage? 
Is democracy quite as intellectually corrupt as they suppose? 


Western Union’s Second Year 


T is a year since Mr Bevin made his speech declaring that 

the time for western association was ripe. During the inter- 
vening months, many steps towards greater unity have been 
taken. The Five Power Brussels Pact has been signed, the 
Organisation for European Economic Co-operation has come 
into being, discussions for a North Atlantic Defence Pact have 
begun and the preliminary negotiations on the establishment of 
a European Assembly have taken place (they are discussed in 
detail in an article on page 146). For a year’s work, much 
would seem to have been achieved. Yet there are few issues 
of policy upon which men’s minds are more confused. 
“Western Union ” seems to convey totally different and indeed 
opposite things to different people ; and as a result of this 
divergence of aim and interpretation, there is equal variety in 
the methods proposed for developing the institutions of a 
possible western association. It is difficult to believe that clear 
policies and an effective organisation can emerge from so much 
uncertainty, and the first task of the Brussels Powers when they 
meet in Paris next week to discuss the creation of institutions 
for western Europe is to be certain that they are pursuing the 
same objective and that their motives coincide. 

At present two strong and opposite views dispute the purpose 
of Western Union. One sees it as an extension into a troubled 
continent of the security and solidarity which ought to underpin 
the whole western world. Militarily, western Europe is one 
end of the Atlantic Defence Pact. Economically, it should be 
linked indissolubly with the great markets and great sources of 
raw materials in the western hemisphere and the Common- 
wealth. According to this school of thought, the chief aim of 
unifying western Europe is to make it strong enough to become 
a pillar of the free world, instead of a crumbling wall which 
has to be shored up from outside. 

The second view—which appears under a variety of forms— 
is diametrically opposed to the idea of Europe as an integral 
part of a free worldwide western system. On the contrary, it 
holds that western Europe and later perhaps all Europe must 
cut itself off from the orbit of both Great Powers—whose 
influence is dismissed as equally imperialist and equally 
malignant—and by turning itself into a well organised union, 
become a third great power capable of holding the balance 
between east and west. This view is supported by many who 
do not go so far as to put the United States on the same footing 
as Russia. They simply argue that war between the two blocs is 
inevitable, and that a strong unified Europe would have a better 
chance of staying neutral. 

These various forms of “ independence-through-union ” have 


a strong attraction for a very widespread attitude of min 
towards international relations—that of isolationism. The 
instinct not to be bothered with foreigners is so deeply rooted 
that it colours the most unlikely policies and appears under 
almost unrecognisable disguises. There is more than a trace 
of isolationism in those who want Europe to “ cut loose ” from 
both Russia and the United States. It underlies General é& 
Gaulle’s desire to run Europe without Britain. Egually it 
appears in Dr Dalton’s earlier and Lord Beaverbrook’s present 
preference of the Empire to Western Union. 

This issue must clearly be decided before any genuine pre | 
gress towards Western Union can be made. No forms of § 
organisation will hold the nations together if their purposes 
in setting them up are contradictory. The plans and instite 
tions which fit an isolated, self-sufficient and neutral Europe 
are of necessity different from those which would link an 
integrated western Europe to the wider western community. 
Western Europe’s part in the field of world politics must there 
fore be the starting point for any useful decisions on Westem | 
Union. And of this, can there be any doubt today ? In the 
last two years, the impact of Russia and America respectively 
on Europe have become clear to all whom dogma does not 
blind. The picture of an imperialist America battening on 
Europe has become sheer nonsense in the light of the uncom 
ditional generosity of the Marshall Plan, and of the swing im 
American politics towards radicalism in domestic affairs. During 
the same period, the brutality of the police state has become 
more and more the hallmark of any area to which Soviet power 
extends, and all hope that Communists anywhere can become 
incorporated in constitutional democracy has vanished. Europe, 
in short, faces a straight choice between freedom, experiment 


and the possibility of growth or the totalitarian straitjacket. © 


Moreover, the cold war to decide this alternative is not engaged | 
only in Europe. Until the impetus of Communist expansion 
slackens, the threat is a world wide threat, and it demands all 
the resources of the non-Communist world to check it and ia 
time to thrust it back. 

This is the tragic background to the talks on Western Union. 
To talk of “isolating” Europe from the United States, the 
Commonwealth and the rest of the free world is in fact 
propose its transfer to the Russian orbit. Militarily, the balance 
of power has been so disturbed by Russia’s advance to the Elbe 
that American might alone can redress the balance. Economi- 
cally, the year’s work at OEEC has proved that to maintain @ 
standard of living sufficient to defeat Communist mining from 
within, Europe must depend on the new world for a decade 10 
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come. Ina word, the reason for unifying what is left of Europe 
is to hold a beleaguered outpost of the free community, not to 
create a little isolated organism. 

x 

This conclusion inevitably affects the type of organisation 
which should be set up to express western association. At 
present, three different kinds of institution are under discussion. 
At one end of the scale lies full federal union, with universal 
suffrage for a central government to which would be entrusted 
certain essential powers. At the other, lies the French proposal 
that a European assembly should be set up with none but ad- 
visory powers, not to govern Europe but to express “the 
European idea.” Somewhere in between lie the British pro- 
posals that a council of ministers should be established to reach 
joint conclusions on matters of vital concern, particularly in the 
military and economic sphere, and that it should be flanked by 
a consultative assembly representing governments. 

The first of these solutions would be appropriate only if the 
aim of Western Union were to set up a third great power. A 
strong central authority, controlling many of the vital interests 
of the member states, might strengthen the internal links 
beween the states of western Europe, although the strain im- 
posed on ingrained nationalism would be immense. But it 
would certainly and irretrievably weaken western Europe’s links 
with the rest of the western world. Great Britain would have 
virtually to cut its connection with the Dominions (to leave 
Britain out of the union would entail domination by Germany) 
and the existence of a single west European state would 
encourage America to move towards isolationism and irrespon- 
sibility. Instead of helping the free world to transcend 
the limits of state sovereignty, it would simply create one more 
powerful state to exercise sovereignty. 

The concept of an assembly for Europe falls short for the 
opposite reason. To make their proper contribution to the 
security and the prosperity of the free world, the nations of 
western Europe are too small, weak and divided. At present, 
they are virtually the only group of sovereign nations unattached 
to a wider political association. The United States is itself 
a federation. Britain and the Dominions form a Common- 
wealth. Even Latin America has its system of hemispheric 
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consultation and defence. Only the nations of western Europe 
stand alone and a mere assembly is not going to mend their 
weakness and ineffectiveness. An assembly will not strengthen 
and organise the Européan end of the Atlantic Pact. An assem- 
bly will not reinforce the economic powers of the OEEC. An 
assembly will not realise the extension of international control 
over west European industry. 

On balance, therefore, it would seem that the British pro- 
posals best suit the real needs of western Europe. A Council 
of Ministers meeting regularly with the full weight of their 
cabinets behind them could sacrifice sovereignty in favour of 
common European institutions—such as, for instance, an 
enlarged Ruhr authority. But it could go further and make such 
transfers of power as are necessary to set up institutions repre- 
senting the whole free world—an International Atomic Energy 
Authority, for instance, or a world Chiefs of Staff Committee. 

Similarly in the economic field, a Council of Ministers, coukd 
stimulate and rationalise European production and exports, 
but it could also enter into longterm economic agreements—in 
markets, on prices, on currency stabilisation—with its great 
trading partners overseas. In short, such a council would not 
create a new block of obstinate sovereignty in Europe, but it 
could press forward in the process of “ getting mixed up 
together” with the other partners in the western world. If a 
consultative assembly were also established to canalise public 
opinion and to express the peoples’ aspirations towards greater 
unity, the existence of a functioning council would save it from 
futility and a responsible political organ would exist to which 
it could direct its recommendations and which it could influence 
by its debates. 

To those who long for neat formule and precise definitions 
of sovereignty, the British plan will no doubt seem nebulous 
and inadequate. But in a community so vast and various as the 
western world, in a system in which freedom and experiment 
are the essence of political action, in what is virtually an attempt 
to evolve institutions for world government, the tidy blue print 
and the detailed constitution are out of place. The British plan 
may suffer from the almost grudging way in which it has been 
worked out, but it remains the most reasonable approach so far 
evolved to the problem of creating institutions for Europe. 


Mr Truman’s Stalin 


ROM time to time during the long-drawn-out strain of the 
“cold war,” ever since the first shock of post-war dis- 
illusionment over Big Three co-operation, there have been 
flutters of tenewed optimism in this country, France and the 
United States about relations between the Soviet Government 
and the west. Although public opinion in each country, out- 
side the ranks of Communists and fellow-travellers, has on the 
whole supported its government in withstanding Russian pres- 
sures and threats, the situation which has arisen is so hateful 
to all men of good will and the prospect of its continuance so 
intolerable to those who believe in swift and final solutions to 
international problems, that it has been natural to grasp at any 
straw of hope which seemed to promise a release. Surely, the 
liberal mind argues with itself, the Soviet leaders must see that 
there is a better way; there must be human hearts in Molotov 
and Vishinsky and a silver lining behind the iron curtain; if 
Only the leaders of the nations could get together in a friendly 
Meeting and dispel the mutual suspicions which haunt them, it 
would be found that they all have a great common purpose for 
the welfare of mankind. 

The emotional urge to such a faith is so strong in the western 
democracies, and so persistently and skilfully is it reinforced by 
the propaganda of the fellow-travellers, that a certain instability 
and oscillation of public opinion on policy towards the Soviet 


Union must be expected and taken into account by western 
statesmen. As long, however, as national leaders are themselves 
guided in their approach to relations with Moscow by adequate 
information and competent analysis of the facts, sporadic out- 
breaks of wishful thinking in public opinion are unlikely to make 
much difference to the capacity of the western nations to 
co-operate for their common defence and economic recovery. 
It is quite another matter when the head of a government 
indulges in wishful hopes unrelated to the hard realities of the 
contemporary world. An impetuous initiative towards a renewal 
of policies of appeasement, based on false premises, could quickly 
wreck the great structure of western harmony which is being 
so laboriously built up. Much that is of value would melt away 
under the radiance of Stalin’s smile—if he could hold it. 

Last June, in a speech at Eugene, Oregon, President Truman 
declared to his audience: 

I like old Joe Stalin; he is a good fellow, but he is the 
prisoner of the Politburo. He would make certain agreements, 
and he would keep those agreements, but they won’t let him 
keep them. 

The sequel to this statement of faith was the President’s move, 
at the height of the election campaign, to send Mr Justice Vinson 
to Moscow as his personal emissary for direct negotiations on 
the Berlin crisis—a course from which he was dissuaded only 
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by the urgent protests of Mr Marshall and the State Department. 
More recently, a few days before the end of 1948, he caused a 
sensation by another speech, in which he said that there were 
some Russians who very much wanted to come to an agreement 
with America. The excited enquiries of journalists failed to 
produce any explanation or expansion of this oracular utterance; 
but comparison with the earlier remarks on “old Joe Stalin = 
indicated a presidential hope that that good friend of America 
might wriggle free from the durance vile in which the wicked 
“they ” had confined him. If President Truman indeed enter- 
tains such a hope, it can have far-reaching political importance 
at a time when he holds a position of personal power such as he 
did not have before November. 

The impulse to seek a direct personal understanding with 
Stalin would be in accordance with an American habit of mind 
which regards normal diplomacy as an obstructive, pettifogging 
business, and thinks that the way to get great positive results 
in international relations is for heads of governments to by-pass 
the diplomats and have heart-to-heart talks in person or through 
special emissaries. Though Chamberlain at Berchtesgarden 
and Roosevelt at Yalta may figure as awful warnings of the 
dangers of improvised personal diplomacy on great issues of 
policy, most Americans remain convinced that there is neither 
history nor ideology nor doctrine nor protocol when two 
politically strong men stand face to face, though they come from 
the ends of the earth. 

President Truman has met Stalin once—at the Potsdam 
conference—and it must be assumed from his recent utterances 
that he then formed a favourable impression of his personality. 
He is certainly not alone in this ; others who have met Stalin 
have paid tribute to the personal charm which on occasions is 
his. But the Stalin who is such a genial host to honoured 
guests is not the only Stalin: there is also the Stalin who was 
thought by Lenin to be too “ rude” to continue as Secretary- 
General of the Party, who was nicknamed “ the Genghiz Khan 
of the Central Committee,” and who did not hesitate to send 
his closest friend to secret execution when he dared to oppose 
his will. Quite apart from any question of ideological differ- 
ences, or political or strategic interests, it is well to go cautiously 
with a man who has shed so much blood. For better or worse, 
Stalin is not a Main Street politician ; he belongs among the 
great despots and conquerors of history, and those who have to 
deal with such beings should study well the nature of their 
power. 

During the war it was perhaps an advantage that the western 
allies nursed pleasant illusions about the Soviet rulers, for 
that minimum of military and political co-operation required for 
the common victory over Hitler would have been more elusive 
than it was if vision had been clearer. Since the war ended, 
however, the wishfully painted picture of a Communist Russia 
feeling its way to honest co-operation with the western 
democracies has been a hindrance to understanding of the 
international situation, and the beliefs about that Russia now 
held by President Truman and others appear to have arisen 
from the endeavour to reconcile its actual behaviour during the 
last three years with the faith summed up in Ambassador 
Davies’s slogan “Yes, we can trust Russia!” Some evil 
influence, they argue, has marred the benevolence of the Soviet 
Prime Minister. A devil has sowed tares among the wheat ; 
Stalin is “ the prisoner of the Politburo” and his good will is 
thwarted by a faction of evildoers. 

Unfortunately Stalin’s own writings, such as his “ Problems 
of Leninism ” and his “ History of the All-Union Communist 
Party ”"—which are continually being reprinted in millions of 
copies and are authoritative text books in Russia both for 
general education and for the political training of Communist 
party members—afford no ground for believing in the Soviet 
prisoner-dictator’s will to co-operate with the West in creating 
2 peaceful world order. This has been pointed out in a careful 
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analysis of all Stalin’s recorded opinions published in the 
January issue of the American quarterly Foreign Affairs jad 
the refutation of President Truman’s view from Stalin's gy 
words has made a strong impression on Americans who distruy 
cheerful intuitions. Tt 
The fact is that Stalin has maintained unswervingly 

propositions inherited from Lenin: first, that the capitalig. 
proletarian class struggle can never be resolved through any com. 
promise or peaceful transformation, but only through violey 
revolution ; and second, that revolutions do not take plag 
separately in different countries, but within “ the entire system 
of world imperialist economy as an integral whole,” so that the 
irreconcilable world-wide struggle of classes also takes the form 
of struggle between capitalist and proletarian state governmeny 
(non-Communist socialist governments being, of course, class. 
fied in the former category). Why is it, then, that the west cam 
so widely to believe that Stalin had departed from the Leninig 
faith and aimed at a lasting co-operation with the western demo. 
cracies? Mainly because the Marxist-Leninist treatises intended 
for the instruction of the faithful were never read outside Rusgy 
except by Communists and a few specialists—for the ordinary 
reader they are as difficult as Byzantine theology and even mor 
boring—whereas immense publicity was afforded to interviews 
given by Stalin to foreign journalists, in which he repudiated 
any desire to “ export revolution ” and expressed his aspirations 
for a world of peaceful international co-operation. But whic 
are the more worthy to be regarded as genuine: statements made 
to foreigners when there is an obvious advantage in allaying 
suspicions, or declarations of belief made for the systematic and 
compulsory indoctrination of a ruling party and of a whole 
people ?. Which was the real Hitler: the man who talked peace 
in the Reichstag when the whole world hung on his words in 
hope of reassurance, or the man who wrote Mein Kampf and 


acted on it to the day when he killed himself amid the ruins of } 


his mushroom empire ? 
* 


It has been not only Stalin’s allocutions to foreigners which 
have created the myth of his co-operativeness; another factor 
has been the general misunderstanding of his controversy with 
Trotsky. It used to be explained that Trotsky believed in 
world-revolution, while Stalin believed in socialism in one 
country, and therefore the victory of Stalin meant the end of 
revolutionary violence and subversion across international 
frontiers. But the quarrel was really over the appropriate tactics 
for a period of revolutionary “ ebb tide,” not over fundamental 


aims. It was Stalin, not Trotsky, who wrote in a constantly 
reprinted and “ scriptural” work: 


_ The goal is to consolidate the dictatorship of the proletariat 
in One country, using it as a base for the overthrow of 
imperialism in all countries. 


Or again, it is Stalin who quotes and endorses the words of 
Lenin: 


.. . the victorious proletariat of one country . . . after organising 
its Own socialist production, should stand up . . . against the 
remaining capitalist world, attracting to itself the oppressed 
classes of other countries, raising revolts in those countries 
against the capitalists, in the event of necessity coming out 
even with armed force against the exploiting classes.and theif 


governments. 

With such a basic set of ideas the hostility which the Soviet 
Union under Stalin’s leadership has shown towards the westem® 
nations during the last three years is in no way surprising. 
it is assumed that he really believes in the doctrine which he 
teaches to his followers, he cannot conceive of relations with 
capitalist or social-democratic states otherwise than as af 
armed truce ; and there is no ground for expecting any miracu- 
lous conversion in a mind fully formed thirty years ago. 

It does not follow at all from a clear recognition of this 
antagonism that war is inevitable and a new equilibrium im 
world affairs unattainable. Against Stalin’s creed we can set 


THE EC 


Stalin’s | 
abandont 
the belie 
that are 
cates tha 
relentles: 
and cred 
ness of 

when th 


Mr | 
record: 
resolute 
strategic 
It is no 
clarity ¢ 
is alway 
for an 
the ato 
course | 
if the fj 
obtrusi 
issues, 
nationé 
sign, t 
relaxat 

The 


Pales 


T 
all ott 
the C 
of M 
speec 
Parliz 
East, 
on th 
so m 
the | 
polit 

Bu 
limit 
extel 
Mr. 
half- 
whic 
men 
ceed 
him 
all 
viey 
whe 
On 
par 
con 








ied 


In the 
S 3 and 
VS Om 


F 


rE 


oS 


ly. tw 


Peeceseirca rie & 


a8 


skokEeekEGE 


which 
factor 

with 
sd in 
ad of 
ional 
Ctics 
ental 


tariat 
v of 


1s of 


ising 


ssed 
tries 


their 


wiet 
tern 


1 he 
with 


acu 


this 
| in 


A 


THE ECONOMIST, January 22, 1949 


Stalin’s realism. Realism does not mean any surrender or 
abandonment of ideological conviction; it merely means that 
the believer, being wary and prudent, will not challenge odds 
that are too great for him. The record of Stalin’s career indi- 
cates that caution is an essential part of his character; he is a 
relentless exploiter of weakness, ignorance, disunion, vacillation 
and credulity, but he has a healthy respect for power and firm- 
ness of will. His creed does not compel him to take risks 
when the opposition is really strong. 


Mr Marshall drew the right conclusions from this 
record: that the safety of the western nations lies in a policy of 
resolute and concerted defence, political, economic and 
strategic, combined with a careful avoidance of provocation. 
It is not an easy policy for democracies to pursue. It requires 
clarity of thought, patience, vigilance and steady nerves. There 
is always the danger of sliding off on the one side into yearnings 
for a new Yalta on the other into bellicose rocket-flashing— 
the atom-age equivalent of sabre-rattling. But if a middle 
course can be steered between appeasement and a “ showdown,” 
if the professional diplomats can be kept continuously and un- 
obtrusively at work on the settlement of local and particular 
issues, and if no spotlit, time-limited conferences of top- 
national leaders are held until treaties are ready for them to 
sign, then there remains a hope that time will bring a certain 
relaxation of the present strain. 

The new Stalinist generation of leaders in Russia lack the 


NOTES OF 


The Palestine—or rather the Israeli—problem overshadowed 
all other business when Parliament reassembled on Tuesday after 
the Christmas recess. During the preceding weekend the criticism 
of Mr Bevin rose to a peak of ferocity in the press and in the 
speeches of Liberals, Conservatives and restive Labour members of 
Parliament. Mr R. H. S. Crossman, the member for Coventry 
East, cabled a belligerent message from Tel Aviv which, appearing 
on the front page of the Sunday Pictorial, seemed intended not 
so much for a stab in the back as a double handed pole axe on 
the head of the Foreign Secretary. It seemed as if a major 
political row on Palestine was unavoidable. 

But, as it turned out, the row was confined to an angry but 
limited exchange on the use of RAF planes to reconnoitre the 
extent of the Israeli army’s penetration into Egypt. This gave 
Mr Arthur Henderson, the Secretary of State for Air, an unhappy 
half-hour in the Commons on Wednesday afternoon, an experience 
which marked him down once again as one of the least adroit 
members of the Treasury bench. On Tuesday Mr Bevin suc- 
ceeded in escaping virtually unscathed from attempts to question 
him on the wider issues of his Palestinian policy. The critics on 
all sides of the House accepted with docility his request that, in 
view of the negotiations which are going on in Rhodes and else- 
where, a full statement and debate should wait until next week. 
On Wednesday morning Labour MPs, who crowded into their 
party meeting in the hope of hearing the inside story, had to be 
content with a talk by Mr Harold Wilson on the relatively 
innocuous subject of trade with eastern Europe. 

This sudden lowering of the political temperature cannot be 
attributable solely to Mr Bevin’s tactical ability, though he is 
never better than when described by the headlines as “at bay.” 
A more fundamental reason for the collapse of the advertised 
“revolt” of both the Opposition and the Crossmanite Socialists 
is to be found in the likelihood that in Monday’s Cabinet, 
important modifications of Britain’s policy towards Palestine were 
decided (these are discussed in a leading article on page 129). 
This would have been enough to restrain the pro-Zionist element 
in the Labour Party, although their feelings are thoroughly 
aroused, as the strength with which they pursued the Secretary 
of State for Air on what is now a relatively unimportant issue 
clearly demonstrated. . 


* * * 


Election Prospects in Israel 


Israel is now plastered with election posters. 
next, January 25th, it will elect its Constituent Assembly. 


On Tuesday 
As 
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austere fanaticism of the Old Bolsheviks, of whom Stalin 
himself is one of the few survivors. It is not that they are 
better men; far from it. Brought up to unquestioning accept- 
ance of official dogma, they have absolutely closed minds; they 
are habituated to a cynical cruelty and mendacity which most of 
the Old Bolsheviks endorsed only as exceptional means to a 
glorious end. But just because they are sycophant careerists and 
go-getters rather than men of deep conviction, they may adjust 
themselves in the long run to a world which restricts their 
opportunities for expansiou, yet permits them to enjoy un- 
molested the power and wealth which a new social order in a 
vast empire has bestowed on them. Having climbed so high 
by staircases slippery with the blood of their comrades, they 
may be inclined, if confronted with unbreached ramparts of 
western resistance, to postpone indefinitely that revolutionary. 
climax in which they will continue theoretically to believe. It 
is not their ideals, but their backslidings,-not their sincerity 
but their evasions of duty, not their devotion to their sombre 
and terrible creed, but their human weaknesses, on which the 
hopes of world peace must be set. For democratic statesmen, 
who believe in the growth of law and concert among all nations, 
we can pray that they may have grace to live up to their 
principles; for the adepts of world revolution we can only ask 
that in the end they may be content to— 


Take the Cash and let the Credit go, 
Nor heed the rumble of a distant Drum. 


THE WEEK 


might be expected in a new country, made up of voters from a 
variety of backgrounds, it has produced an inordinate number 
of parties for the size of its electorate—twenty-one electoral lists 
for 475,000 voters (of whom 30,000 are Arabs). But of the 
twenty-one groups that are producing candidates, only some five 
or six are strong enough to influence national policy. 

The biggest of these is the Socialist Labour party, Mapai, 
which is led by the present provisional government’s Premier, 
Mr Ben Gurion, and its Foreign Secretary, Mr Moshe Shertok. 
According to the election speeches so far pronounced by these 
two leaders, the party’s immediate programme is to put an end 
to fighting and to create economic conditions in which a million 
new immigrants can be absorbed in the next ten years. Though 
its foreign policy is “refusal to join any bloc, eastern or western,” 
its leanings are towards the west, for the estimated cost of the 
economic expansion it €nvisages in order to fulfil its immigration 
programme is $2,500 million. Of this sum, the United Jewish 
Appeal in the United States and the Jewish fund-raising agencies 
in other western countries appear to expect to produce 
$1,000 million. Mapai derives obvicus strength from the fact 
that its leaders have led the country to victory in war and at 
Uno. 

Second in importance is the Cherut or Freedom Movement, 
which stands for right-wing nationalism of an almost fascist 
type and is led by Menachem Beigin. It is anti-Russian. It 
wants to continue the fight and conquer not only eastern 
Palestine but Transjordan. Its squad of leaders is largely ex- 
Irgun. It may obtain the votes of many former right-wingers 
and revisionists, although the old revisionist party is itself sub- 
mitting a list of candidates. 

Third comes Mapam, which is also a Labour party but more 
radical than Mapai. It consists of the former Hashomer Hatzair 
and other radically left groups that used to favour co-operation 
with the Arabs on a class basis. It is deeply committed to the 
class struggle and preaches “stronger ties with the progressive 
forces of the world.” Despite its use of Cominform phraseology, 
it denies any formal link with Russia. It also refuses to join with 
the Communists (who represent, at the very maximum, three per 
cent of the electorate), because the Communists will not sub- 
scribe to the nationalist tenets of Zionism. 

Some extremist votes will go to the “ Fighters” (formerly the 
Stern Gang), whose electoral list of 12 includes Nathan Fried- 
mann-Yehir and five other Gang members at present in prison. 
Strong groups with less spectacular programmes are the Liberals 
—who prefer leaders like Dr Weizmann and who include large 
numbers of more well-io-do ex-Germans—and the Misrachi, the, 
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principal orthodox group, whose programme has a religious basis. 

It is estimated that Mapai may obtain as much as 40 per cent 
of the 120 seats in the Assembly. One measure of its strength 
is that it obtained 53 per cent of the votes cast at the last elections 
of the Histadruth (Jewish Federation of Labour)—but it should 
be remembered that only half of the total nation-wide electorate 
is Labour, The Freedom Movement is a dark horse which, with 
its strong appeal to extremists, may well come second. If the 
omens outside Israel continue as at present, Mapai may increase 
its expected lead. For it can derive nothing but gain, among 
war-weary voters, from news of truce from Rhodes, from whispers 
of de facto recognition by western nations, and from public dis- 
guict at the eastern bloc’s current decisions, taken for reasons of 
Russia’s own, to curb emigration from eastern Europe to Israel. 


* * * 


The Communists’ Next Step 


The approaching general election is casting its shadow on 
the Communist Party no less than on the other parties. At 
the end of next month the party’s national executive is meeting 
to consider the political situation, and in the meantime a draft 
political statement has been submitted for discussion by the 
party generally. Hitherto, Communist tactics have been restricted 
to sabotage of the peace effort—to undermining the recruiting 
campaign and to organising resistance to the Government’s and 
the TUC’s attempts to increase productivity in the mines and 
factories. These tactics will continue with greater force. At the 
same time the party will go on the political offensive. The 
differences in the Labour Party between a Right wing and a Left 
wing are to be widened into a split. The Communist Party aims 
at forming a united front with Labour’s Left wing, from which 
an alternative Government could be formed. The party will 
fight the forthcoming local government elections with the “ maxi- 
mum possible ” number of local candidates and will aim at putting 
100 Parliamentary candidates in the field at the general election. 

What should be the answer of political and trade union Labour 
to this new offensive ? The national executive of the National 
Union of Mineworkers has issued a report denouncing in round 
terms Mr Horner’s support of the French miners in their strike 
last autumn. The Government continues to place its advertise- 
ment on raising productivity in the Daily Worker—which con- 
tinues to accept it—though whether this is a deliberate tactic or 
mere routine placing is not certain. But official Labour has a 
real difficulty in making an effective answer to Communist propa- 
ganda for the simple reason that a great deal of what the latter 
puts out is more in tune with the feelings of the average factory 
worker than the policy of Sir Stafford Cripps. The correct retort 
to the accusation that Right wing Labour puts the demands of 
the worker for higher wages, more consumption goods and better 
social services behind the need for rearmament and capital equip- 
ment is that it is precisely by these means that Soviet Russia has 
built up its present strength. But it is not likely to carry con- 
vicnon, The truth must be faced that the latest events in 
Palestine, the differences in the Labour ranks, and the demands of 
the national economy have all given Communist propaganda an 
easy wicket. For the time being, it may be that the TUC can 
say no more than “ These men are traitors. Don’t listen to them. 
Elect for your officials the men you really want and can trust.” 
But it should go on saying it. 


* * * 


Disappointment in Recruiting 


_ At the beginning of October, 1948, the Secretary of State for 
War launched an intensive recruiting campaign to boost the 
strength of the Territorial Army from §0,000 to 150,000 in six 
months. Although this was obviously a pious aspiration rather 
than a target calculated in terms of probability, the results of 
the first three months to December 31st are not encouraging. 
The Territorial Army, whose strength (including ATS) at the 
end of September stood at 55,306, mustered only 67,200 at the 
end of December. The total recruitment was highest in October 
-—a month of speeches and parades—with over seven thousand 
but for December it was 2,629 and after allowing for wastage 
through resignation and other causes a mere 1,492. 

_ While it is true that the weeks around Christmas are a dead 
time for stimulating any kind of voluntary enthusiasm, it seems 
highly unlikely that recruitment will reach 10,000 a month, that 
is, sufficient to bring the Territorial Army up to 100,000 or to 
two-thirds of its target by the end of March. Indeed Mr Shin- 
well, employing the technique which he learnt when dealing with 
coalmining statistics, is already preparing the ground. “I would 


THE ECONOMIST, January 22, 19g 


rather,” he said, at Bristol last week, “ have quality than quantity, 
I would rather have 100,000 good men with experience 
200,0c0 not so good.” However dubious this may be aS a pte 
nouncement of policy, it is certainly true that the dribble of tg, 
who are joining the Territorials are of a high quality, being mosth 
experienced ex-servicemen. 

The progress or lack of progress is not even throughout. 
country. London has preduced the biggest aggregate, tho 
not the biggest proportional, figure of any area, but recruitmey 
for the rest of the South lags behind Scotland and the North, the 
most satisfactory areas being West Riding and East La 
The TUC has given the campaign a negative approval, but the 
trade councils where Communist influence is strong have. 
quietly obstructive and in South Wales the efforts of the Com. 
munists have been more open. * 

The factors which deter recruiting are obvious enough, th 
slippers and the warm fireside, the green memories of regiment. 
tion and boredom, the thousands of individual attempts to rebuild 
a pattern of domestic life, all act as deterrents. But the chief reason 
until now has been the failure of the leaders of the Governmen 
to attempt a continuing and coherent explanation of the need 
for strengthening the forces. The Prime Minister’s broadcay 
Wednesday, which is to be followed up by Mr Bevin and Si 
Stafford Cripps, is a belated recognition of this fact. 


* * * 


Victor’s Terms in China 


Last week Mao Tse-tung, the political leader of th 
Chinese Communists, announced his “ peace terms” for ending 
the civil war, adding that military operations would be con 
tinued until they were accepted. As was to be expected, there 
was no hint of compromise in the terms; they were in effecta 
demand for complete surrender. Mao demanded punishment a 
“war criminals” (that is, the present leaders of the Kuomintang, 
including Chiang Kai-shek himself, who have been publicly listed 
by the Communists in this category), abrogation of the constitu. 
tion adopted last year, exclusion of “ reactionary elements ” from 
the national army, the calling of a political conference—excluding 
“reactionary elements”—to form a “democratic Government” 
for all China, and abrogation of all “traitorous” treaties with 
foreign nations (that is, agreements concluded by the Nanking 
Government with the United States). 

The Nanking Government has now formally requested @n 
armistice and the opening of peace negotiations. There has been 
no acceptance of the Communist terms in advance and the 
Communists may therefore refuse to agree to suspend hostilities, 
One object of the Nanking move is no doubt to saddle the Com- 
munists with the responsibility for continuing the war. Mea 
while the Government has openly proclaimed the removal of the 
capital to Canton, which does not indicate an intention t 
surrender. 

An earlier report indicated that the Communists were planning 
a central Government with five Ministries for themselves, three 
for the Kuomintang (that is, the breakaway Left wing group led 
by General Li Chi-shen), and four for minor parties (apparently 
fellow-travelling groups of the disintegrated Democratic League). 
So far the Communists have not finished with the Kuomintang 
and there may yet be military surprises in store for them ; but 
their victories have naturally given them a high self-confidence 
and a feeling that they no longer need to strike bargains with the 
enemy leadership. For Chiang and his associates the terms afe 
clearly impossible ; to submit to “trial” by their political enemies 
as “war criminals” would be simply to sign their own death 
warrants, and their only choice is between continuing to fight 
and going into exile. But the Communists have shown great 
skill in detaching minor figures from the regime by keeping them 
off the “war criminals” list and striking personal bargains with 
them in the old Chinese way. Fu Tso-yi, the Government com- 
mander in the north, is reported to have been promised his life 
and retention of his property if he surrenders quickly, and other 
generals, who are strategically less at a disadvantage, have chances 
of even increasing their property—at least until the Communists 
choose to confiscate it. 

The general sentiment in China seems to be that the civil wat 
kas become intolerable, that the Communists have won it, and 
that the sensible thing is to submit and try one’s luck under the 
new order. In old-fashioned Chinese politics there is always 
another round of the game, a reshuffling of the cards with oppor- 
tunities for new combinations and desertions. But there is nevef 
a second round in the political game as Communists understand 
it; Communist power must be ever more and more until it is 
absolute and irrevocable. If Washington still wishes to put any 
spoke in the Chinese Communist wheel, probably its best device 
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would be to send to China a group of East European exiles headed 
by Mr Mikolajczyk and Mr Nagy to explain to would-be clever 
politicians exactly what is in store for them. 


x * * 


New Price Decrees in France 


Faced with new trade union demands for increased wages— 
demands which from both Communist and non-Communist 
unions amount to a ris¢ of 20 per cent and more—M, Queuille’s 
Government has acted without warning to stabilise prices which 
have climbed steadily all through the autumn. AA series of decrees 
fixes prices at those prevailing on December 31, 1948, forbids 
manufacturers and merchants to pass on to the consumer the 
new taxes On various goods, and imposes reductions on certain 
consumer goods—leather shoes, textiles, vegetables, pork products, 
fruit, fish, condensed milk and wine—the prices of which are 
held to be completely out of line with costs of production. 

The decrees have been given a very cool reception. Most 
Frenchmen recall that the experiment of halting prices by act 
of state has been tried twice before—by M. Blum at the end of 
1946 and by M. Mayer a little less than a year ago. Neither 
intervention led to more than a very temporary holding of the 
price front. Moreover, most critics of the decrees point out that 
France has no mechanism of control and rationing to keep out 
of the black market goods whose prices are arbitrarily lowered. 
Punishments for evading the decrees include the closing down of 
establishments caught in illegal activity; but there have been 
many penalties for economic action in postwar France. Few of 
them were carried out and they are not real deterrents now. 

The one reason for hoping that M. Queuille’s experiment will 
have more success than that of his predecessors lies in the general 
state of the economy. There are a few deflationary symptoms. 
The price offered for food at the farms has fallen, and the greater 
abundance must sooner or later compel the middlemen. to 
abandon their present rapacity. Industrial goods are reported 
to be selling badly at their present prices. It is therefore just 
possible that, as M. Priay, the state secretary for Economic 
Affairs, declared to the press: “We are only holding prices for 
the few months which will elapse before they begin to fall of 
themselves.” 

* * * 


Publicity for European Recovery 


To explain, dramatise and generally “ put across” the Euro- 
pean Recovery Programme has so far proved remarkably difficult. 
No one who saw them will forget the faces of the correspondents in 
Paris when the intra-European payments agreement was being 
explained to them ; and no one who has tried to do it can have 
anything but sympathy for the journalist who has to dig into 
masses of facts, tables and arguments before he can even begin 
to simplify the picture of ERP for the general reader. It is true 
that Marshall Aid and its implications present new technical 
problems for publicists, but it is fair to say that they have so 
far been rather faint-hearted in their grappling with them. After 
all, twenty years ago the Soviet Government was taking up 
much radio time and newspaper space with economic facts and 
arguments aimed at a semi-literate population; and in eastern 
Europe today the same process is going on, not without skill 
and imagination. 

It seems to have been left to the much-criticised Economic 
Information Unit in London to make the first experiment at 
popularising the economics of ERP, and a gallant effort it is. 
There are but fifteen pages—some of them presenting only 
photographs and charts—in the. publication called Getting On 
Together, which has appeared this week from H.M. Stationery 
Office. The matter is skilfully condensed and the manner effec- 
tive: short sentences, not too patronising in tone, and using the 
minimum of the technical jargon which c!ings around the subject. 

It is to be hoped that the busy men of OEEC have all received 
complimentary copies and that M. Marjolin, its Secretary-General, 
will encourage other governments to take similar steps for the 
enlightenment of public opinion in western Europe. Generally 
Speaking its popular newspapers have done a thoroughly bad job on 
the Marshall Plan ; notably, the Paris press—with two exceptions 
—has taken little trouble to set out the facts of economic life for 
Its readers. Certain quite unfounded charges against the Marshall 

an already have wide currency, and there is nothing like the 
understanding there should be of the opportunity for recovery 
that American generosity and realism are offering. London having 
led the way and shown that popular treatment of Europe’s 
economic crisis is possible, is it quite impossible for the nineteen 
governments represented in Paris to undertake some joint presenta- 
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tion over the signature of M. Spaak’ and to’ organise simple 
information and facilities for radio and film treatment ? 


ur * * 


Twopence Off the Joint 


The Ministry of Food cannot be blamed for the latest 
reduction of 2d. in the fresh meat ration, to be made up by 2d: 
of canned meat. Deliveries from Argentina, which under the 
Andes agreement ought to amount to 400,000 tons in the year 
ending March 31st, will be 60,000 tons short. There is no ques- 
tion this time, though doubtless the Opposition will try to make 
capital out of the reduction, of departmental incompetence in 
buying food or of failing to secure alternative supplies. 

What is more doubtful is whether the Ministry of Food will 
pursue the right policy when negotiations for a new agreement 
are opened. Jt is clear that Argentina is economically in a much 
weaker position than it was when the Andes agreement was signed 
—so much is apparent from the willingness of the Argentine 
Government to discuss an international wheat agreement, which 
compares favourably with its original refusal to have anything to 
do with it. Britain’s bargaining position may not have signifi- 
cantly improved, but Argentina’s has certainly weakened. The 
right course for the Bfitish Government tO pursue would be not 
merely to refuse to pay 2 higher price for next year’s supplies of 
Argentinian meat—the price under the present contract is already 
higher than that paid to Australia and New Zealand—but to hold 
out for a reduction. To show the Argentine Government that it 
meant business, the Ministry of Food ought to preface the coming 
negotiations by a cut in the fresh meat ration to 8d., which would 
show that it meant to do without Argentinian supplies altogether 
if necessary. The coming six months, with a promised abundance 
of eggs, would be the best time, from the point of view of the 
pepular diet, for such a cut to take effect. 

Unfortunately, Mr Strachey may be frightened from taking this 
step because of the approaching general election. But if the 
reason for the cut were fully explained to the public, supported 
perhaps by an account of the sort of negotiations the Argentinians 
have been in the habit of conducting, the electorate would respond 
to a policy more statesmanlike than that of allowing Argentina 
once again to get the best of the bargain. 


* * * 


Why Airlines Amalgamate 


The recent proposal to the trade union meeting at York 
that the three British air corporations should be amalgamated 
has little to commend it. It is based on the assumption that, 
because there are three separate organisations, they must overlap. 
However, the regional organisation of the corporations means 
that in fact there is little overiap or redundancy, since they do not 
fly in competition with each other. Moreover, since a single 
amalgamated corporation would have to have regional sections, 
which would amount to the old separate corporations under 
another name, there could be little saving on staff and services. 
This is, in fact, the wrong line of approach at the present stage 
in the development of British civil aviation. What is required, 
as the Ministry of Civil Aviation now realises and is doing its best 
to enforce, is increased production per man hour. An efficient 
organisation of the three existing corporations is more likely to 
achieve it than their amalgamation into one monster air line. As 
this week’s grounding of the Tudor IVs showed, it is possible for 
the British corporations to come to each other’s assistance. 

Amalgamation can solve only those problems arising from the 
direct competition of the companies which amalgamate. An 
important and recent illustration is the agreement, announced a 
month ago, between American Overseas Airways and Pan-Ameri- 
can Airways to merge their competing transatlantic services, which 
carry between them 47 per cent of all transatlantic traffic. Other 
similar moves may follow, for the American air transport industry 
has been advised by no less a person than the Chairman of the Civil 
Aeronautics Board “to give serious consideration to desirable 
mergers and consolidation.” Such changes should obviously 
improve the financial position of the companies by effecting 
important operating economies. There is not enough traffic 
across the Atlantic to justify the continued co tition of three 
United States air lines (the third is Trans World Airways). 
This was frankly admitted by the President of American Overseas 
Airways when discussing the merger. Another reason he gave 
was that “an increased subsidy ” would be “ required to sustain 
three [transatlantic] carriers,” implying that, in view of the Civil 
Aeronautics Board’s suggestions, a merger would be better 
received, even if tending te monopoly, than a request for a bigger 
subsidy. 
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The dependence of American air lines on subsidies may seem 
surprising in Britain since they have every access to the American 
machines which the British air corporations sought to buy in 
order to avoid incurring the heavy subsidies. The American 
lines are nevertheless subsidised by means of a complicated 
system of variable and retroactive payments for mail freight. The 
financial results of all United States international air lines for 
the twelve months to March 31, 1948, for example, showed an 
operating deficit of $9,000,000. This was met almost in full by 
revenue of $8,800,000 accruing from home mail, which was paid 
for at a rate of $2.87 per ton-mile, compared with an average rate 
for the British corporations of $2.06 (or 10s. 4d.). The net loss 
of the American companies was $5,500,000. If mail payments 
had been made at the British rate, the loss would have been 
$18 million. 

The position of the domestic trunk lines and the feeder lines 
in the United States is complicated, but it may be noted that, 
for the twelve months ending December 31, 1947, mail payments 
per short ton-mile to feeder lines average no less than $35.55 
or £8 4s. 6d. No wonder British European Airways.complain 
alt the payments made to them by the Postmaster General— 
particularly when his rate is well below the internationally agreed 
rates and not, as in America, enormously above it. 


* = * 


Rumania Gets Its Soviets 


One of the signs by which the pace of Sovietisation in 
eastern Europe can be judged is the frankness of the language 
used by ministers of the people’s democracies. Teohari Georgescu, 
Rumania’s Communist Minister of the Interior, presented to 
parliament on January 12th a Bill for the creation of People’s 
Councils with the statement: “ We, the state of those who work, 
declare openly a dictatorship of the proletariat.” And indeed the 
Bill justifies the boast. The councils are to be local soviets 
responsible to electors in communes, districts and counties. They 
are to realise the principles of the socialist order in local life, 
mobilise the masses for the fulfilment of economic plans, and 
defend and develop the property of the people. The councils 
are to work through executive committees, which are already 
functioning in provisional form until elections can be arranged. 
Both in their tasks and their constitution the councils are clearly 
modelled on similar bodies in the Soviet constitution; so the 
assimilation of the satellite Rumania continues according to plan 
and Cominform policy. 

Two days later another Bill was presented in Bucharest, the 
contents of which suggest that all Rumanians do not passively 
accept the Soviet way of life. It re-establishes capital punish- 
ment—abolished in the Communist sphere in 1947—and provides 
summary trial for certain offences before what are virtually 
military courts. There is nothing remarkable about the fact that 
high treason, helping “the enemy,” plotting against the security 
of the state, and so on, should be dealt with in this way. What is 
remarkable is the list of crimes called “ economic” and punishable 
with death: it includes damage to buildings, machines or any 
industrial installations ; destruction of agricultural or industrial 
products ; damage to railways, bridges, pipe-lines, telephone and 
telegraphic installations ; and the “deliberate non-fulfilment or 
negligent fulfilment of obligations in public enterprises which 


‘lead to disasters.” : 
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The list suggests that resistance in the form of sabotage is. bor 
widespread and ingenious. It is known that the Groza Gover. 
ment is worried by working and peasant-class opposition in % 
country. Workers’ leaders have been placed under arrest and 
observation in the Rechitza area—centre of Roumania’s 
industry—and the leaders of the textile workers’ trade union hay 
been removed. Even in the party itself there has been 
with deviationists. Jn the countryside the struggle is more 
and has not relaxed since the Government began its offensive lay 
October against the kulaks. It is curious how much 1 


proletariat behind the iron curtain dislikes the dictatorship of the 
proletariat. 7 
* * n 


Eastern Europe and Marshall Planning 


Publication of the four-year plans of the ERP countries again 
raises the controversial issue of east-west trade in which polities 
and strategy play a part from both sides. From the provisiongl 
estimates included in the plans, it looks as if the Marshall nations 
as a whole count on restoring the volume of trade with easter 
Europe to somewhere near its prewar level. 

Together they assume that in 1952-53 they will get from 
eastern Europe imports worth approximately $2} billion, ¢ 
about 17 per cent of their total imports. At the same time they 
plan to export to the eastern European countries goods to the 
value of $2 billion, or approximately 19 per cent of their towl 
exports. Without a comparison with the postwar level of 1 
however, these figures give little hint of the magnitude of the 
two-way effort necessary to reach these goals. In concrete 
terms they mean that four years hence both parties should be 
exchanging 2} times more goods than in 1947. Britain alone 
plans to expand trade with eastern Europe from $400 million 
in 1947 to $919 million by 1952-53, when it will still be some 
$120 million less than before the war. 

The array of statistics, however, omits one vital detail: with 
which countries of eastern Europe do the Marshall nations con 
template achieving the big increases over 1947? In the case of 
Britain, for instance, trade with Poland, Finland, Hungary and 
Jugoslavia is already well on the way to revival. But Britain's 
trade with Russia, its largest prewar trading partner in that 
area, is still a mere 25 per cent of its 1938 volume. Do the British 
planners intend that greatly expanded trade with the other nations 
of eastern Europe shall compensate for a permanently low volume 
of trade with Russia? Or do their plans for restoring trade 
with the area depend on the willingness of Russia to resume a 
substantial proportion of its pre-war trade with Britain ? 

The authors of the interim report prepared by the Organisation 
for European Economic Co-operation show some __ healthy 
scepticism about plans for food and raw material supplies from 
eastern Europe, and regard them as something in the nature 
of an extended ground-nuts scheme, which has been complicated 
by east-west political strife. Grain exports from the east, the 
report points out, may fall $350 million short of what the Marshall 
nations expect. Again, the 19 nations have assumed timber 
imports from the east of $600 million—four times the supplies 
received in 1947. The OEEC experts point out, too, that scarce 
capital equipment is likely to reach the east only if the right 
things are offered in return over quite a long period. 

Scepticism over the ultimate dimensions of east-west trade 
still seems highly reasonable, particularly in view of the extrava- 
gant claims that are sometimes made in London. What can be 
expected, however, are more bilateral deals in which the west 
promises capital equipment of no direct military value in return 
for specific commitments about deliveries of such raw materials 
as food and timber. 


* * e 
Riots in Durban 


The riots and fighting between Zulus and Indians in Durban 
last week-end have led to a number of wild speculations. Some 
Indian papers have claimed that the Zulus were provoked into 
rioting by Government agents ; cther rumours have it that the 
riots were the beginnings of a general Bantu rising throughout 
South Africa ; General Smuts has said that they were the direct 
result of the Government’s policy of segregation. On the face 
of it, the truth seems to be simply that the Zulus in Durban 
worked themselves up into a frenzy of hatred against the Indian 
shopkeepers, who have for long exploited them. The riots were, 
in fact, similar to the anti-Semitic storms which have from time 
to time swept Europe. 

The Indians in South Africa are for the most part descendants 
of the coolies who were enticed from India at the beginning of 
the century to provide an additional source of cheap Jabour. 
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Most of them settled in Natal, and, in the first few years, were 
chiefly employed on the sugar plantations. Since then they have 
bred profusely, and they now form an important minority in 
the country. Many have become prosperous market gardeners 
and small shopkeepers, trading with all sections of the community, 
but particularly with the natives, whose simplicity has always 
made them an easy prey for unscrupulous traders—both white 
and brown. 

It is possible that Dr Malan will use the riots as an excuse 
to put into force still more stringent regulations against the 
Indians, on the grounds that it is not only the Europeans who 
object to their presence. Such a move, besides worsening the 
already bad relations between India and South Africa, would only 
increase the serious tension which exists between the various 
races today and of which the riots were a symptom. White, 
black and brown in South Africa are manceuvring themselves, or 
being manceuvred, into increasingly tight and inimical groups. 
Dr Malan’s policy of apartheid and restrictions can only serve to 
make those groups still more inward-looking and still more 
hostile to each other, 


¥ * * 


Curbing the Kerb 


The recent judgment giving legal force to the covenant 
against the resale of new cars within six months of purchase is 
probably regarded with approval by the general public. Its most 
obvious effect is to keep the queue of would-be purchasers in 
order and prevent the inflation of prices by speculators, thus 
mitigating the effects of that enormous disproportion between 
supply and demand which results from the necessities of reaching 
the export targets. The covenant may be a nuisance, but it is, at 
all events for the present, a necessary nuisance ; it might as well, 
therefore, have the legal sanction needed to make it effective. 

The decision does not, however, stand alone, and it is as a 
symptom of permanent policy rather than as a temporary expedient 


that the covenant should be judged. The long run policy of the ° 


British Motor Trades Association is to squeeze out the outsider 
and make his existence economically impossible; the intended 
victim of its present campaign is not the quick-profit-making 
private motorist but what is sometimes called the Warren Street 
kerb market—whose present crime can be convincingly presented 
as profiteering, but whose real distastefulness to the Association 
lies in its potentialities for price cutting. A dozen years ago, in 
the case of Thorne v. Motor Trade Association, the Association 
established the legality of that well-tried instrument of monopoly 
—the stop list—and thus struck a shattering blow at the already 
shaky doctrine of restraint of trade. If its position is fairly stated 
by its secretary, Mr Johnson-Davies, in his book “Control in 
Retail Industry” (1945) its aim is to do away entirely with 
“piracy,” or in plain English “ price-competition,” and set up 
a watertight, legally protected trade guild with powers of economic 
life and death over its members. There could hardly be a clearer 
example of the way in which regulation and control, however 
necessary in a given set of abnormal circumstances, strengthen 
and encourage monopoly practices whose originators have no 
intention of abandoning them when those circumstances change. 
Nor, one may add, could there be a much more obvious subject of 
inquiry for the Monopoly Commission—which, unlike the 
judiciary, is supposed to be concerned not merely with the inter- 
pretation of common law but with the long-run public interest. 


* * * 


Closed Shop for the Painters 


Connoisseurs of economic idiocy had a fine specimen to add 
to their collections last week, when the National Federation of 
Master Painters and Decorators and the National Sociecy of 
Painters laid down their opinions on the iniquity of spare-time 
and unprofessional house decoration. The National Society, in 
a generous spasm of solidarity with the employers, fines any 
member with sufficient energy and initiative to do freelance work 
in his spare time ; the National Federation is laufiching a cam- 
paign—backed, in individual cases, by the threat of boycott—to 
dissuade the public from getting its decorating done otherwise 
than by established firms. There has been no clearer combination 
of sectional against public interest since the Birmingham 
Alliances ; the scale is smail, but so is a plague-germ. 

It is, of course, true that the householder who hires spare-time 
labour incurs risks avoided by the custcmers of the respectable 
Masier painter. He is probably not covered by insurance in case 
of accident, and he would be wise to make sure, on any major 
job where payment could reasonably be described as wages, that 
he is square both with the Control ct Engagement Order and 


139 


with PAYE regulations. But these considerations apply equally 
to the employer of gardeners, chauffeurs, and others not normaily 
tied to a contracting firm. ~The altruism of the Federation’s 
warning is not above suspicion. Indeed, the anxiety displayed 
by both the employers and the union in face of unprofessional 
competition lends weight to the opinion, held by many sufferers 
at professional hands, that the art and mystery of house decora- 
tion is much overrated, and that (graining and such atrocities 
apart) the only difference between the domestic potterer and the 
“skilled” painter is that the former works more slowly. As he 
also takes less time off for tea, the net result is much the same. 
It is safe to prophesy that the private citizen, at all events, will 
go on paying whom he pleases to brighten his home ; and, in 
default of spare-timers, doing an increasing amount of his own 
decorating. Possibly the indignation of the professionals may 
have a further and more general result; that of inducing the 
public to speculate a little on how many trades there are, less 
open to consumer’s comparisons, which similarly demand a ring- 
fence around their professional preserves for reasons no better 
grounded in the public interest. If all were known, some funny 
things might happen to the sacrosanct “structure of wages ”— 
and to profits too. 


* * * 


Bench or Board Room ? 


Since demobilisation began those already blessed with exist- 
ing jobs have watched the returning tide seep back into peacetime 
occupations with a smoothness for which credit is due partly 
to the work of the Ministry of Labour, but still more to the 
existence of full employment. The shortage of workers in 
the undermanned industries is well known, and by and iarge 
a worker can change his employer without fear of unemployment. 
His mobility is bound by domestic rather than occupational 
factors and principally by the housing shortage. Less is known, 
however, about the employment situation in management, about 
the opportunities in the professions, and in the other occupations 
dealt with by the Appointments Offices of the Ministry of Labour. 

The picture is naturally a patchwork, ranginy from an extreme 
shortage of accountants to a plethora of engineers. But it is 
already becoming difficult for certain types of applicant, and 
almost everywhere the manager or the professional worker has a 
smaller range of choice—if indeed he has any choice at all—than 
the manual worker. The difficulties are particularly acute for 
older men, who have all along been hard to place, and among 
young women. The old prejudices, both deserved and undeserved, 
against taking on women for posts which necessitate a period of 
apprenticeship is now reasserting itself. It is becoming increas- 
ingly difficult to place women without specific qualifications, 
except in the definitely feminine occupations, such as child care 
work, for which demand has far outstripped supply. As the 
number of women graduates coming out of the universities, and 
entering the general labour market, increases this difficulty 
will grow. 

Young men out of the services are easy to place. Employers 
are still making good the gap of the war years when they could 
take on no new recruits. And more firms are developing training 
schemes from which to select their future managers or even 
directors. The young ex-officer with or without an academic train- 
ing is an easy problem, although ex-regular officers, being older, 
are more difficult. At present, however, the worst headache is 
the ex-manager from the various types of engineering firms. 
According to the Ministry of Labour, the propaganda for 
improved methods of management has been effective. The less 
efficient works managers—the {£500-£600 a year class—many of 
whom have risen from the workshop floor—are losing their jobs 
and being forced back to the bench. It is claimed that the rising 
generation of trainees from the services or the universities will 
take their place. On this it is too early to prophesy. For the 
moment all that can be said is that it looks as if industry was 
beginning to take its own management problems with increasing 


seriousness. 
+ 7 + 


A Census Postponed ? 


It is not two months since a prayer to annul the Order-in- 
Council prescribing 1950 as the year in which a census of 
distribution should be taken was defeated in the House of 
Commons ; yet the Government is apparently reconsidering its 
attitude, and it may well be that the census will after all be 
postponed, There are really two points at issue. The first is 
whether a census should be taken at all. Many Conservative 
back benchers subscribe to this view, influenced doubtless by the 
opposition to the census from the various chambers of trade in 
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their constituencies. But the Conservative hierarchy can hardly 
fail to be in favour of a census, for it had the support of Mr Oliver 
Lyttelton when he was President of the Board of Trade. Indeed, 
it can hardly fail to be supported by right thinking men of all 
parties. In spite of improvements that have been made during 
and since the war, Britain still lags far behind the United States 
in its collection of statistics and other economic data, without 
which the informed criticism essential to a democratic state cannot 
be undertaken. In the sphere of distribution information is 
particularly deficient. 

There is some legitimate doubt whether 1950 is the right year 
for a census to be taken. Opponents plead that the information 
disclosed will relate to 1949, which will! still be an abnormal year, 
with demand distorted by rationing and purchase tax, stocks in 
short supply, and distributors already up to their necks in form 
filling for other purposes. These are not negligible arguments. 
On the other hand, it can be retorted that no year can ever be 
considered normal. A normal year is an abstraction that has no 
basis in reality. The year 1950 will, after all, be five years after 
the end of the war; no purpose would be served by postponing 
the census for a further year or two. The one abnormal thing 
about 19§¢ is that it will probably be election year. Is it 
unwillingness to alienate the votes of harried retailers that may 
persuade the Government to change its mind ? 


Shorter Notes 


The Turkish public has to suffer an astronomic cost of living, 
brought on partly by mismanagement of the transition from the 
economic heyday of wartime and partly by a state industrial 
system that passes on its high production costs to the consumer. 


From The Economist of 1849 


January 20, 1849 


We observed in our journal on August 12, 1848—‘ The 
cholera seems a disease of society. It attacks towns, 
multitudes vf men rather than the sporadic dwellers in the 
wilderness.” . The two circumstances which we then 
brought under public notice, as aggravating this terrible 
disease, if not exclusively causing it, namely, low and poor 
living, and a multitude of people closely packed together, 
have received a fearful illustration at Tooting. There can 
be no question, even if no evidence had been given of the 
children complaining of insufficient food, of the potatoes 
having been bad, that as parish children farmed out at the 
charge of 4s. 6d. a week per head, to find food, clothing, 
lodging, medicines—in short, to cover every expense, in- 
cluding conveying them to and from the establishment— 
they must have been poorly fed. . . . 

Into the details of the fearful calamity, under which not 
much tess than 200 children have perished at the establish- 
meni and after being removed from it, we do not purpose 
to enter. We wish only to draw attention to some 
probable effects of collecting such a number of children in 
one spot. Every person who has ever entered a barrack, a 
ship, or an hospital] must be sensible that each and all of 
them has a peculiar smell, indicative, unquestionably, of 
some peculiar physical condition of their inmates, the con- 
sequence of being confined together. Some plants 
will not grow after others, and some will only grow in the 
vicinity of others. To some the exhalations of others are 
poison, while to others they are nourishment. A general 
law of this kind is obviously as applicable to human beings 
as to plants, and to no portion of them more applicable than 
children. 

According to the order of Nature, children are distributed 
in twos, threes or fours, constituting families amongst grown- 
up people. That they need the moral assistance of parents, 

ter the first stage of their physical existence is passed, is 
certain, and the presumption from that is that the physical 
well-being of children and parents is also contingent on their 
remaining for a considerable time together. . . . Children 
in schools are not generally so robust as those who live in 
families. . . . At least, the example of Tooting, and the 
example of almost every workhouse, and of every foundling 
hospital, in all which the mortality has been t, seems to 
indicate that it is injurious to the health il strength, and 
fatal to the lives of infants and children to congregate them 
ir. masses, by themselves, or with one or two masters and 
mistresses, directly contrary to the practice of Nature, who 
og them amongst the mature and the aged members 

society. 
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From time to time the Turks jib at this state of affairs ang 
exchange one prime minister for another. Thus Mr Hesan Sak 
government—never very strongly led—fell last week. It has beey 
replaced by a very similar team under Mr Semsettin Giiniiltay 
vice-chairman of the parliamentary group of the party in power, 
He is more of a die-hard than his predecessor, but there is some 
guarantee that he will not antagonise the moderates in his sup 
prising appointment of Mr Nihat Erim as deputy Prime Minister 
Mr Erim, who is only 35, has for seven months been a busy and 
painstaking Minister of Public Works, and before that was one 
of the leading “35 rebels” against the die-hard Peker Goverm 
ment in 1947. 


* 


The summons served by British Military Government upon 
Max Reimann, chairman of the Communist Party in westerg 
Germany, for “encouraging discrimination against persons who 
have given ... aid and assistance to Military Government or the 
allied forces ” is the first of its kind. Herr Reimann is accused 
of saying that German politicians who supported the Ruhr 
Statute were quislings, who must reckon to suffer for it in the 
future. The charge was not brought without due care and con 
sideration, as is shown by the fact thaf the speech was made on 
January 2nd and the summons was not issued until eleven days 
later. But the fact that the Communists might make much capital 
out of it seems so far unjustified. While preparing his defence, 
Herr Reimann might well consider that a quisling is one who 
treacherously conspires to hand over power within his country 


to an outside government, and that the word comes inaptly from 
an active Communist. 


* 


How Western Union becomes a farce between the wooden 


barricades on Victoria Station has been pointed out by a dis- 
; Pp 


tinguished French correspondent in London. The mind of the 
visitor from across the Channel is torn between wonder at the 
ingenuity shown by the immigration police in tripping him up, 
anger at the obstinate suspicions of the customs officials, and 
envy at the ease with which an official from behind the iron 
curtain sails through the barricades waving his diplomatic pass- 
port. Western Union will mean nothing to ordinary men and 
women from abroad until its citizens are not only allowed freely 
into the country with the minimum of red tape, but are treated 
on entry with ordinary courtesy. 


* 


The main purpose of the Agriculture (Miscellaneous Provisions) 
Bill is to give legislative authority for several schemes of assistance 
to agricultural producers which are already in operation as part 
of the four-year agricultural expansion programme launched in 
1947. These include a calf-rearing subsidy which may be extended 
up to September 30, 1951, and is costing about £7,500,000 a year; 
the provision of a cheap service at artificial insemination centres ; 
and financial aid by way of both grants and loans to encourage 
schemes for the conservation of grass and forage crops, which 
have already resulted last year in the building of eighteen com- 
munal grass-drying centres. The Bill also gives permanent 
statutory authority to the Milk Marketing Board to operate artificial 
insemination centres and grass-drying centres, which it is already 


doing, and facilitates the provision of centralised services for small-* 


holdings schemes. The total annual cost of the new provisions, 
apart from the calf-raising subsidy, is comparatively small and 


represents a more satisfactory form of aid to agriculture than 
additional price incentives. 


The five-months-old American proposal that the seven coun- 
tries claiming Antarctic territory should create a limited form 
of international regime seems likely to remain in its pigeon-hole 
for some time to come. It has never met with much enthusiasm, 
Britain being the only country to accept it in principle. Now 
it is announced that Britain, Chile and Argentina have agreed 
not to send any warships south of latitude 60 deg. (that is to most 
of the Falkland Islands Dependencies as well as to all continental 
Antarctica) during the present Antarctic season, except for purely 
routine visits. The agreement is a sensible temporary measure 
to prevent another storm in a tea-cup like that which occurred 
in Antarctica last winter. 


| 
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Letters to 


Albania and Tito 


Sir,—I gather from enquiries I have made that I am not alone 
in finding The Economist’s anti-Albania obsession one of the less 
comprehensible oddities of contemporary British journalism. 
As the whole point .of the article on “Albania and Tito” in 
The Economist of January 1st was a call for joint British-US 
action against an “intolerable nuisance,” I feel it not unreason- 
able to complain that the writer failed utterly to show just what 
is intolerable and just how Albania is a nuisance to him and 
The Economist in any sense that, say, the Soviet Union is not. 

With what authority can your correspondent speak of the 
“murder of British sailors” by Albania? The International 
Court at The Hague has not yet made any such finding and seems 
unlikely to do so as long as Britain’s case lacks any stronger prop 
than the evidence of a short-sighted, discredited Jugoslav émigré. 
Also is not your journal guilty of a grave moral shortcoming in 
anticipating a verdict and treating an international body with a 
contempt it would not dare show towards any court of law in 
this country ? 

A similar lack of consideration for morals is evident in the 
means your correspondent advocates for ridding the world of the 
nuisance that is present-day Albania. The only specific charge 
he brings against the Government of Enver Hoxha is that of 
giving aid to General Markos, Ignoring the absence of anything 
like conclusive evidence to prove this, the fact remains that 
whatever case is believed against Albania must also be believed 
against Jugoslavia. Yet your correspondent with a cynicism 
and a want of scruple that would have made even Disraeli blush 
demands as the first step towards some action against the “ intoler- 
able nuisance ” an understanding with Jugoslavia ! 

Finally, your discreetly anonymous correspondent is simply 
being deliberately vicious when he speaks of previous economic 
plans in Albania having been “ scrapped.” Previous plans in the 
country have been fulfilled with the result that industria] pro- 
duction has reached 105.4 per cent of the prewar volume and 
mining output 121 per cent. At the same time the area of 
cultivated land is 19 per cent more than it was in 1938. In view 
of his apparent extensive knowledge of contemporary Albania, the 


Books and 


Calling in the New World 


“L’Amerique en Europe.” By Bertrand de Jouvenel. Librairie 
Pilon, Paris. 324 pages. 330 Francs. 


M. DE JOUVENEL modestly offers his latest volume as an example of 
large-scale journalism, necessarily superficial, necessarily pro- 
vistonal. By the standards of serious history as he sees them, his 
modesty is justified ; but if the standards of journalism were really 
such as to make “L’Amerique en Europe” a_ representative 
sample, the world would be a better-informed and more civilised 
place. This study of the Marshall Plan, its genesis, background, 
and political and economic implications, displays the same sense 
of perspective, the same ability to spotlight essential elements in 
a complex whole, the same gift for the memorable phrase, which 
distinguished its predecessor, “Problémes de [Angleterre 
Socialiste.” 

It falls into four parts plus a brief introduction and epilogue. 
The first begins by tracing in broad lines the decline of Europe, 
no longer unified by religious faith and pride in common institu- 
tions to resist the secular menace of Eastern despotism, a Europe 
paralysed and immobilised by sectional pressures, by the atrophy 
of personal initiative, by what M. de Jouvenel brilliantly calls “la 
volonté générale” ; and follows up with a brief historical account 
of the Marshall Plan, its aims, conception and realisation. The 
second section deals with the “gap” in Europe’s dollar trade, 
emphasising the continuity between Marshall Aid and previous 
subventions, analysing the weakness which made Europe like “a 
sempstress who gets her food, her thread, materials, sewing 
machine and power for nothing, and in return for these gifts hopes 
that after working for herself she will succeed in selling some 
small part of her output”; illuminating the geographical and 
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the Editor 


failure of your correspondent to give the facts I have quoted is, 
to say the least, strange—Yours faithfully, 


R. WESTGATE 
23 Queensborough Terrace, Bayswater, W.2 


[Albania is not a greater nuisance to The Economist than is the 
Soviet Union, but is considerably more vulnerable. To concentrate 
on removing such nuisances as it seems practically possible to remove 
is a sound principle of power politics, which the Soviet Government 
has long pursued. An understanding with Jugoslavia has been 
advocated by The Economist only on condition that Jugoslavia were 
to cease intervening in Greece. That Albania has radically readjusted 
her economic plams as a result of the breach with Jugoslavia was 
clearly shown in the speeches made at the Congress of the Albanian 
Communist Party in November.—Epirtor.] 


Restricted Newspaper Circulation 


Sir,—Your article “Hunger for Newspapers,” which set cut 
the facts of the world shortage of newsprint, was of jarticulac 
interest tO a newspaper which celebrates its centenary of con- 
tinuous publication on February 24th next—The Shields Gazette 
and Shipping Telegraph—the circulation of which when founded 
in 1849, in common with its contemporaries, was restricted by 
Government regulation (but of a different style than that 
exercised by Whitehall today)—the Stamp Duty. This impost 
made it necessary for each sheet of newsprint to bear the Somerset 
House imprint and thus circulations were limited to the known 
number of subscribers, 


A letter in our possession from an executive of the time refers 
to his call at Somerset House to get his paper stamped and our 
early files show plainly the Stamp Duty imprint in red on the 
printed copies of the paper. 

It may be interesting also to mention that the first afternoon 
edition of The Shields Gazette was published on July 2, 1855, 
two days after Mr Gladstone repealed the Stamp Duty, to give 
us the title to being the oldest evening newspaper in the provinces. 
—Yours faithfully, FRANK STANIFORTH 

“ The Shields Gazette,” Barrington Street, South Shields 


Publications 


political difficulties in the way of a cure. The third turns across 
the Atlantic to outline America’s current economic position, dis- 
posing of a few myths and providing a powerful apologia for the 
much-abused American constitution. The fourth returns to 
Europe to study, in a deeper way, the symptoms and sources of 
the European malady ; monetary dishonesty, the “ murder of the 
bourgeoisie,” the destruction of incentives, the progressively 
balkanising effects of diplomatic error. It is a “ psychosis of 
contraction” which has long ailed Europe ; and M. de Jouvenel 
sees little prospect of the essential psychological change. Finally, 
the short fifth section sketches an America propelled by “the 
imminent logic of her cause” to take her place as the greatest 
World Power and to act in that capacity—how ? No answer ; 
this is not a prophetic book. Here are the data, the antecedents 
and logical connections ; let the reader make what he can of them. 

There are gaps in the picture. No word of the United Europe 
movement, little on the more limited theme of Western Union, no 
account nor critique of those remedies for this characteristic 
European malady which have, here and there, proved effective— 
the Belgian and western German currency reforms, for instance ; 
no light, except by implication, on the reasons why the dollar 
problem should not solve itself on the time honoured lines of 
comparative-advantage specialisation, M, de Jouvenel is more a 
historian, a political philosopher, a social psychologist, than he is 
an economist ; and one may willingly concede his argument. that 
Europe’s troubles are basically political and psychological without 
ceasing to regret a cettain scrappiness of economic treatment. 
Such criticism, however, is in a sense a compliment 5 it measures 
the critic’s forgetfulness of the author’s prefatory warning-——not t 
apply the standards of a treatise to what was never claimed to be 
more than a pamphlet. 
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Trade Winds 


“ The Trade Winds.” Edited by C. Northcote Parkinson, Allen 
and Unwin. 336 pages. 18s. 


Tus book is meant as an aperitif—if it is not frivolous so to 
describe such a serious book. The solid repast which the authors 
would like to follow is a full study of British maritime history— 
not the history of the Royal Navy with all its glamour, but the 
history of the Merchant Navy, and the part which ships, cities, 
docks, merchants and merchant seamen played in the expansion 
of overseas trade. 3 

This is largely an unexplored field of research. The eight 
contributors to the book are all experts in some part of it, though 
they claim only a very small part. Their objective is to stimulate 
others to carry on this study and research, and to whet the appetite 
of the general public for more. Given the weight of Britain’s 
indebtedness to the ships which carried her political and com- 
mercial activities overseas and brought her wealth home again, 
astonishingly little is known of this side of British history. 

The authors have selected a small corner of this history for 
their purpose: they attempt to portray, in outline, the main con- 
ditions of trade during the Napoleonic wars, and to describe 
the chief arteries of commerce and the types of men and ships 
which carried it on during this period. Unfortunately an aperitif 
serves two purposes: it should whet the appetite, and in this 
the book succeeds. But it should also be a pleasure in itself. 
For this it is more difficult to give a whole-hearted recommenda- 
tion. The authors suffer from too great an individual knowledge : 
in the effort to omit the irrelevant they sometimes omit to be 
human. 

In the first part this difficulty is better overcome. Although 
Mr B. Lubbock assumes an over familiarity of his readers with 
the intricacies of rigging, he has an excellent description of the 
seamen themselves, and there are also good chapters of British 
seaports and in shipowning and marine insurance. Most of the 
contributors would have been more at ease if they had had more 
space. Perhaps this criticism is unfair within the restricted 
objectives the authors set themselves. It is however fair to say 
that they might have done better had they served their appetiser 
with mere spice or with a dash of colour. 
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Poland and its People 


“ Poland, Old and New.” By W. J. Rose. George Bell and Sons, 
354 pages. 26s, 


PROFESSOR ROSE states in his foreword his modest purpose, which — 


is to provide “ another ‘ general’ book on Poland and the Polish 
people . . . since all previous works are long since out of print” 
Judged by these terms of reference this book is excellent. It 
will teach students of Poland little, and those already familiar 
with some of Professor Rose’s earlier works hardly anything, 
But to the general reader it can be warmly recommended. 

There is a useful summary of Polish history before 1914, 
including information not easily obtainable in English on the 
growth of industry and on the political parties under the three 
occupying Empires. The political history of liberated Poland 
between the wars receives more detailed treatment, and there are 
valuable sections on the church, literature, arts and science. 

Professor Rose makes an impressive effort to be impartial, and 
has probably come as near success as any mortal can. There 
is one besetting sin of books on Eastern Europe which he has 
triumphantly resisted. It is a commonplace that these countries 
are economically and culturally backward, and have litte 
experience of free institutions. But defenders of either the old 
or the new regime almost invariably use this fact against which- 
ever system they are denouncing, while passing in silence the 
shortcomings of their own pets. Professor Rose never does this. 
He admits that the social and educational achievements of the 
1918-1939 governments fel] far short of the needs of the people, 
but rightly points out how immense were their difficulties. At 
the same time, while clearly showing his dislike of the present 
regime’s political methods, he gives them credit for much solid 
reconstruction in the face of difficulties no less than those of 
thirty years ago. The reader thus gets an impression of the 
continuity of Polish history which is a useful corrective to the 
excessively ideological approach which is usual nowadays. 

Perhaps the faults of the book are that it is over-benevolent; 
passes too lightly over anti-semitism ; underestimates the 
importance of Fascist ideas among the Polish intelligentsia ; and 
iS LOO Optimistic about the importance of non-Communist experts 
working in present-day Poland. 


AMERICAN SURVEY 





Parade for the President 


(From Our US 


HE induction of an American President into office has no 
exact counterpart in British life. At root it is, of course, 
political and in blossom popular. The States, having voted the 
President into office, send representatives to the national capital 
io rejoice in their names. The citizens of Washington, deprived 
by residence there of the right to vote, give vent to thwarted 
enthusiasm by acting as the nation’s hosts. In the process, 
political debts are paid and new allegiances begun. The sense 
of popular participation, dating perhaps from the day when the 
people swarmed to shake President Jackson’s hand in such 
numbers that they burst through White House windows, satisfies 
the deep and constant need to take part in democratic obser- 
vances. This has grown more important as democracy has 
come under direct attack from advocates of the rival charms of 
Communism. It would be an exaggeration to say that the 
crowded bandstands and cheering hordes on January 2oth will 
be flaunting America’s democratic strength in the Soviet’s face, 
but there is no doubt that that factor, along with many others, 
will play its part in generating the great burst of .spontaneous 
enthusiasm which is expected at this Washington celebration. 
Held every four years regardless of whether the President is 
serving his first term or his third, the inauguration is less than 
a coronation and more than a Lord Mayor’s procession or the 
opening of a new Parliament by the King. Its character varies 


Editorial Staff) 


with the men, the weather, and the nation’s condition but in its 
more exuberant forms it telescopes the excitements of all three 
of these British ceremonies, and adds seasoning of its own. 
Substitute mink on women for ermine on men, and an open 
motor car for the golden coach. Add a dash of Derby Day and 
the whistle of a steam circus organ. Sprinkle judiciously with 
movie stars and opera singers, Negro drill teams, American 
Indians in feather bonnets. Spread over it all an umbrella of 
bombers and jet planes, decorate with a suitable number of 
those prancing damsels called “ drum majorettes,” and set the 
whole to marching to the music of brass bands. This, in sub- 
stance, is the festival that is to follow Mr Truman’s second 
induction into office. 

His first inauguration, on the afternoon of his predecessor’s 
death, was the hurried taking of the oath of office before a 
handful of sorrowing officials in a stricken town. Indeed, it is 
many years since Americans have had the heart for a carefree 
celebration. Mr Roosevelt’s last inauguration took place in the 
midst of war and was a small ceremony held in the portico of 
the White House. The inauguration of 1941 was shadowed by 
war abroad and friction at home, while in 1937 it was damped 
not only by an icy rain but by the growing realisation that 
.e priming ” was not all that the national economy needed. 

inauguration of 1933 was heartening only because it 
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brought a new doctor into the sickroom atmosphere of depres- 
sion years. . , te 

This year the inauguration has all the omens in its favour. The 
“cold war” seems to be growing milder, the nation is enjoying 
relative peace and positive prosperity. Federal workers will be 
repeating the two-day holiday with which they celebrated the 
end of the war with Japan. This second victory belongs only to 
half the nation, not to all of it, but it was more surprising than 
the first and brought with it a similar sense of delivery from 
future strain, very conducive to gaiety. The Democratic party 
has been left breathless with excitement by its unexpected 
escape from defeat, but not too breathless to blow horns. Thanks 
for that escape are due to the President. He won by his own 
efforts, with the aid of individuals in factories, fields and streets. 
It is his victory and theirs, and there is no reason for any of 
them to keep quiet about it. 

Moreover, they can pay for it without laying themselves open 
to charges of extravagance. It was the Republicans of the 
Eighticth Congress who appropriated funds to cover those costs 
of the ceremony which are properly chargeable to the Federal 
Government. They did it with a hand as lavish as their hopes. 
Contracts were let and work begun on the open-air platform on 
Capitol Hill even before election day. The Capitol’s grey face 
took on a mask of yellow pine. Benches for dignitaries centred 
about a Presidential howdah which seemed a suitable canopy for 
the leader of a Republican party whose symbol is the elephant. 
Elephants have been selling at a discount since the Republican 
defeat, but the Senator from Illinois who, made sure that the 
purse strings were loosed in accordance with his hopes is not 
forgotten. His constituents did not return him, but the acres 
of new pine boards which his vicarious generosity provided 
were promptly dubbed by journalists “the Curly Brooks 


Memoria! Grandstand.” 
* 


The inaugural ceremony itself lasts only for the space of a 
prayer, a short oath of office administered by the Chief Justice, 
the Presidential address, and the singing of the national anthem. 
It is an integral part of the American procedure of government, 
and with its marshalled ranks of attendant Cabinet members, 
Senators and Representatives, members of the Supreme Court, 
high dignitaries of the Army, Navy, and Air Force, the represen- 
tatives of foreign powers, it is suitably solemn. Watched on the 
spot by an international press, the cameras, the seated friends of 
influential friends, the public standing on the cold grass, it will 
be heard over the radio and seen on the screen by those “ count- 
less millions ” of which the American newspapers are so fond. 

This year the President, diverging from custom, is to retire 
at the end of the ceremony to lunch with friends in the Capitol, 
and will then emerge to ride the familiar route from Capitol to 
White House at the head of his own Inaugural Parade. This 
slight change in the customary procedure deserves all the atten- 
tion it has received, for it symbolizes an important element in 
Mr Truman’s character and in the character of his administra- 
tion. The parade is not a constant feature in every inauguration. 
It is not paid for out of Federal funds, but is financed as a 
Washington civic enterprise in which many join. Presidents 
usually ward off question by riding in state to the White House 
and there lunching while the crowd waits for the parade. It 
cannot be said too many times that Mr Truman is above the 
crowd only by virtue of his office. In essence he is one of them, 
and he knows how their feet ache. He also knows that it is 
every small boy’s dream to march at the head of a procession 
with flags flying and drums beating behind him, for he too 
dreamed it. He will be making his dream come true for every 
lad, young or old, in the country. 

The weather in Washington, unlike that in other parts of 
the country, has been “ too good to last,” but provided there is 
neither a blizzard nor any other untoward event to spoil the 
show, Mr Truman will have a good time at his inauguration, and 
80 will his supporters. He will have a good time at his own 
parade. In the short four years that have passed since he took 
the first oath of office, he has learned to co-ordinate the demands 
of his high position with his own preferences so that the presi- 
dential myth now envelops both. The surviving members of 

ettery D of the 129th Field Artillery, 35th Division, with which 
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he served in World War 1, are coming to march as a unit in his 
parade. In 1945 he might have wanted to march with them. 
Now he knows that for him to ride while they walk is in accord 
with their sense of the dignity due to his position. Any one of 
them would have done the’ same thing in his place—they know 
it, and he knows it. 

In common with his fellow citizens Mr Truman likes parades. 
The country is giving him one that will be seven miles long, 
and will take two and a half hours to pass his glassed-in review- 
ing stand. He likes bands, and thirty of them are coming. 
“Bands,” says the mimeographed Order of Parade, “ will play 
while passing the President’s Reviewing Stand.” They will, 
and he will beam as he salutes them. He likes floats, and forty 
of them are being built for states and towns at a cost of $1,500 
to $3,000 each. He likes parties, and they are being spread 
abroad through the town for seven days before the inauguration 
and two days afterwards. 

When it is all over, the volunteers who have manned the 
Inaugural Committee will take stock. They are finding beds 
(not to mention baby-sitters, first aid stations, and midnight 
snacks) for thousands of visitors in a town of about a million 


residents. So that no one, drunk or sober, will have to spend . 


cold, dark hours on a park bench, they have persuaded cinem:s 
to stay open all night and hotels to install extra chairs in warm 
lobbies. They are housing humans, horses, motor cars, a circus 
organ, 50 private trains, an uncounted number of private planes. 
They have got merchants to guarantee $215,000 for the building 
of two miles of grandstands, and have sold tickets to the public 
($2 to $10 a seat) so as to reimburse the merchants. They have 
promoted an Inaugural Ball and a gala concert. Only the tradi- 
tional White House reception is missing, and that because the 
White House has held so many of them that it must now be 
extensively repaired. 


American Notes 
Fair Deal for the Worid 


President Truman took his oath of office “with a deep 
resolve to do all that I can for the welfare of this nation and for 
the peace of the world.” He had already outlined, in his messages 
to Congress, his plans for the national welfare; now, in his 
inaugural address to the United States and to the world, he 
has outlined his plans for peace, in simple, encouraging words 
that can be understood by all to whom he spoke. Peace, he said, 
is directly threatened by a false philosophy—Communism. The 
United States has taken the initiative in answering communism, 
has made an unprecedented effort to invigorate and strengthen 
the true philosophy, the philosophy that can guarantee recovery 
and lasting peace—Democracy. 

The President gave a pledge that this effort will be sustained, 
that American support for the United Nations will be unfaltering 
and that the programmes for world economic recovery will con- 
tinue, But in his view*the United States is now ready to under- 
take new projects to reinforce the free world. Freedom-loving 
nations must be strengthened against the dangers of aggression 
with collective defence agreements, especially with the North 
Atlantic security plan. And the United States must “ embark 
upon a bold new programme for making the benefits of our 
scientific advances and industrial progress available for the 
improvement and growth of under-developed areas.” Mr Truman 
emphasised that what he has in mind is “ a co-operative enterprise, 
in which all nations work together” for the “achievement of 
peace, plenty and freedom.” He answered the inevitable charge 
of imperialism before it could be brought: this is not to be 
“exploitation for foreign profit,” but a programme of develop- 
ment for the benefit of the half of the world now living in misery. 

The United States, promised Mr Truman, will make available 
to the free people of the world its ever-expanding resources 
of technical knowledge, but it must be realised that its material 


resources are limited. Capital investment in areas needing develop-. 


ment must be made in co-operation with other nations. Me 
Truman recognised frankly that his own country will benefit as 
much as any other from such a constructive programme for the 
better use of the world’s human and natural assets. The need for 
new sources of strategic and industrial raw materials is already 
being felt in the United States ; the need for new markets may 
soon arise. The idea behind the programme is in the direct 
tradition of American economic and business thinking ; 
whether its practical application will be, and exactly what the 
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programme will amount to, cannot be judged until the detailed 
plans are worked out, a task which, it is fairly sate to guess, 1s 
as yet hardly begun. . 

The President believes that “as more and more nations come to 
know the benefits of democracy and to participate in growing 
abundance, the countries which now oppose us will abandon their 
delusions and join in a just settlement of international differences.” 
In the hope of achieving peace and prosperity everywhere and 
with a deep sense of the responsibilities and tests facing American 
democracy, Mr Truman is offering his Fair Deal to the whole 
world. The world may find in it the inspiration that the 
United States found in Mr Roosevelt’s New Deal. 


* * * 


Congress Rolls Up Its Sleeves 


Next week, with the major Presidential messages a matter of 
history, and the festivities over, the spotlight will shift to the 
Eighty-First Congress as it tackles as heavy and varied a legisla- 
tive programme as any of its predecessors faced. This year there 
is the additional difference that much of it will be passed. No 
table of priorities has yet been drawn up by the Administration 
or its leaders in Congress to chart a way through the forest of 
Bills now pouring into the Congressional saw-mill, but the need 
is urgent. To Europe this may be the Congress destined to 
assess the first year’s working of the Marshall plan and conduct 
the historic debate on the Atlantic Pact. To the Democrats 
arriving freshly in Washington, or returning after two years of 
Republican rule, it provides even more plainly an opportunity to 
extend and consolidate the revolution in public affairs first intro- 
duced by Mr Roosevelt 15 years ago. The lost time to be made 
up covers not only the two years of the Republican blockade of 
domestic legislation, but the earlier years when, in Mr Roosevelt’s 
phrase, “ Dr New Deal” gave way to “Dr Win-the-War.” 

The first act of the new Congress has been to raise Mr Truman’s 
salary to $100,000, with an expense account of $90,000, in time 
to meet the deadline of the new term; the Vice-President and 
Speaker, but not 218 other high officials, shared in this bi-partisan 
bonus. Other dishes on the political menu will be tackled with 
equal relish by the Democrats anxious to wipe out the sins of 
the “worst, or second-worst,” Congress in history. Mr Neely, 
who defeated Senator Revercomb, the chief author of the stingy 
and discriminatory Act to admit displaced persons, fittingly is 
co-sponsor of a new Bill to double the number permitted to enter 
and eliminate the disgraceful anti-Catholic and anti-Jewish bias 
of the earlier measure. Some 800 Presidential appointments, put 
in cold storage by the overconfident Republicans, are expected to 
be confirmed. Bills already have been introduced to remove the 
Republican hobbles from the Reciprocal Trade Agreements Act 
and extend it to 1951. Prompt passage is desired to avoid a 
Tariff Commission report required by the old Act and to give 
the Administration full powers for the new negotiations in April. 
The Committee on Un-American Activities has been reprieved, 
but not its most flamboyant and prejudiced Democratic member, 
Mr Rankin. The new members are expected to put more 
emphasis on the legality of their proceedings than on the height 
of the headlines they secure. Rent controls, which the Republicans 
had weakened and expected to eliminate, will be extended, prob- 
ably for two years, and given back both their old teeth and some 
new ones. 


* 


The sins of omission of the Ejightieth Congress which the 
Democrats hope io remedy lie chiefly in the field of welfare. 
The Taft Bill for $300 million for aid to state education, the 
raising of the minimum legal wage from 40 cents to 65 or 75 
cents (an interim award to labour as consolation for any delay 
in repealing the Taft-Hartley Act), the extension of old-age 
security, and a Federal public housing and slum clearance Bill, 
are all expected to pass. Some Republicans coming up for 
re-election in 1950, remembering November 2nd, may also be 
found on the new welfare bandwagon. Party zeal, however, 
has torpedoed a bi-partisan approach to housing. Senator Taft 
has found it impossible to accept the Democratic Bill which 
doubles the number of public housing units to be built. “ For 
the record” and because they fear the inflationary effects of so 
large a public housing scheme, the Republicans have introduced a 
separate Bill. Congress, in the end, may approve a figure nearer 
the §00,000 units originally proposed by Senator Taft. 

More storage facilities to hold the farmer’s crops off the market 
are favoured both by the Democrats and chastened Republicans ; 
ithe views of the farm bloc (when it makes up its mind) will weigh 





THE ECONOMIST, January 22, 1949. 
+ 


Programme 


x 


heavily in any alteration of the long-range flexible farm 
due to come into effect next January. 


* * * 


Where the Honeymoon Ends 


The Eighty-First Congress holds no promise, ho 

being the “rubber-stamp” of Mr Roosevelt’s Hundred 

No similar crisis numbs Congress today or prompts jt to 
abdicate. High on the list of Presidential] requests that will not 
be granted stand universal military training and, for this Session 
at least, prepaid medical care. To these non-starters must he 
added issues such as new taxes, on which conservative Democtgy 
will vote with the Republicans, particularly in the Senate, wher 
the Democratic majority is spread thinner and is less disciplined 
Most Republicans and some Democrats are convinced thy 
expenditures can be cut (though the temptation to increase thems 
almost irresistible) and others believe receipts have been under. 
estimated. By postponing action on taxes until May, it is hoped 
that March tax receipts and a diligent use of the blue pengj 
on Presidential expenditures will show that the evil day can k 
avoided altogether. 

The attitude toward economic controls is somewhat similar 
The prompt extension of existing controls—some of which expite 
next month—is in no doubt; they cover exports, imports, bank 
credit, consumer credit, and also authorise the voluntary alloc 
tions scheme. There is far less enthusiasm for extending 
Federal Reserve control over bank reserves and over non-membe 
banks, or for standby price and allocation controls, though the 
latter may be grudgingly conceded. But many Congressmen in 
both parties hope that the passage of a few months will show 
that the President has exaggerated or mistimed the need for new 
anti-inflationary powers. 

It begins to look as though the Congressman, pledged to wear 
a tie embroidered with “Repeal the Taft-Hartley Act” until 
the event, may have time to weary of it before the President's 
chief campaign pledge is redeemed. Labour seeks repeal before 
the unions begin their spring wage negotiations, but it is pointed 
out that to repeal the Act without passing new restrictions may 
prove not only unwise, but impossible. The repeal measure 
would be subject to amendments from the fiocor, which almost 
certainly would open the whole Pandora’s box of controversy. 
Another issue on which the division is close is that of the control 
of tuidelands oi]. There is little chance that a Bill vesting it m 
the states could surmount the present obstacles of committee 
hostility and the President’s veto; but the opposition may be 
strong enough to prevent specific approval for Federal controk 

Bipartisanship on the home front is confined to one issue? 
the control of debate (i.e., the filibuster) in the Senate to clear 
a way for the civil rights programme. Backed into a cornet, 
the Senate Southerners are playing for time ; they have demanded 
and secured hearings on a Bill to apply closure to all motions and 
measures On a two-thirds vote. The more drastic proposal t 
require merely a majority vote has already been discarded as a 
concession to the South. So limited a measure of contro] probably 
could not ensure passage of a law requiring equality in employ- 
ment. For this reason, this Bill probably will not be intro 
duced till late in the session, lest it hold up vital legislation. 
But it might make feasible the passage of parts of the programme 
less abominated in the South, such as the abolition of the poll 
tax and an anti-lynching law. 


* * * 


The New State Department 


Mr Dean Acheson faced the unprecedented ordea! of 3 
public hearing on his suitability for the office of Secretary of 
State with cool, outspoken courage. His explanations of his 
links with the Hiss brothers, whose friendship he refused to 
repudiate, and of the work done by his law firm for foreign 
governments and companies, were found as satisfactory as were 
his attitudes on subversive elements in the State Department 
and on American relations with Russia. ‘The admiration and 
respect with which the Senate regards him were demonstrated by 
the 83 votes to six by which his appointment was approved. 

That appointment will mean his resignation from the Hoovef 
Commission on the Organisation of the Government, but it should 
also mean that the Commission’s recommendations will be carried 
out in at least one branch of the Executive, since Mr Acheson’s 
ideas on the reform of the State Department are presumably con- 
tained in the report on that subject just finished by the Com- 
mission. As a result of the expansion in the internationa] interests 
and responsibilities of the United States in the past ten years, the 
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staff of the Department has been multiplied by five and its 
budget by ten. The numerous attempts to integrate this sprawl- 
ing growth have met with little success, largely because the heads 
of the Department have been too overworked to give the matter 
their sustained attention. 

The Hoover Commission’s first proposal is designed to remove 
some of the “appalling burden” from the Secretary of State 
and his Under-Secretary by strengthening the top command of 
the Department. Two Deputy Under-Secretaries are to be 
appointed, and the present six Assistan: Secretaries, whose work 
is divided on functional lines, will be replaced by eight similar 
officials, four of whom will be responsible for the four geographic 
regions of the world—Europe, Near East and Africa, Far East 
and Latin America. They will deal with all questions affecting 
their areas, policy making, economic affairs, intelligence reports 
and so on. Two Assistant Secretaries will be concerned with the 
essential but time-consuming tasks of Congressional affairs and 
interdepartmental co-ordination, and the remaining two will! deal 
with the two fields in which the Department has undertaken most 
of its new responsibilities, those of international organisations and 
public affairs. The latter apparently is to include the Department’s 
educational and cultural activities, which some have suggested 
should be transferred to other agencies. The Commission never- 
theless advises the Department to concentrate on its traditional 
responsibility for foreign policy. It would be better able to carry 
this responsibility, in the opinion of the Commission and of others, 
if its methods of collecting and evaluating intelligence reports 
were strengthened. Final responsibility, of course, rests with the 
President, and the Commission recommends him to seek the 
advice of committees at Cabinet level on the domestic and foreign 
ramifications of international affairs. 


bs * * 


A Firm Foundation for the Atlantic Pact 


The Hoover Commission is said to have decided that it 
would be inadvisable to advocate a constitutional amendment 
substituting a simp'e majority in both Houses of Congress for 
the two-thirds majority in the Senate, which is at present needed 
for United States approval of a treaty. Mr Acheson has not 
attempted to hide his personal support for such an amendment, 
but he is most unlikely to jeopardise his good relations with the 
Senate by proposing it officially. By now this constitutional 
limitation on the treaty-making powers of the United States must 
be well understood abroad, but it is a depressing commentary on 
the present trend of international affairs that it is the constitu- 
tional limitation on the declaration of war that now needs to be 
understood. If current reports on the form being taken by the 
Auantic Pact are well founded, it will provide that armed 
aggression against any one of the signatories is to be regarded as 
an attack upon them all, But whether such an attack is to be 
met with military force will, it appears, have to be left to the 
ad hoc decision of each adherent, in order not to over-ride the 
constitutional right of the American Congress to declare war, 
a right which makes it impossible for a Congress to commit its 
successors to such a declaration in given circumstances. 

In view of this constitutional requirement, it will obviously be 
difficult to give European countries the long-term assurance of 
military support which they are seeking in the Atlantic Pact. 
But in any case the reliability of any assurance depends upon 
the maintenance of a favourable public opinion in the United 
States. For this reason it is of vital importance that the American 
people should accept the necessity of the Atlantic Pact. Such 
an acceptance, if it is to be lasting, must be based on a full 
understanding of what it involves and it is therefore regretted by 
many in Washington that the negotiations on the Pact are being 
conducted in secrecy and by a small group of government officials, 
so that public discussion is practically impossible. 

The State Department has however now issued a statement 
on the developments which have made a security pact for the 
North Atlantic essential and this may herald the opening of 
an educational campaign, similar to those which have done so 
much to secure popular support for other innovations in American 
foreign policy since the war. It may also allay the fears of Mr 
John Foster Dulles that the Atlantic Pact is to be presented to 
the American people as an accomplished and unalterable fact, 
fears which have been fanned by the failure of the Administration 
to associate the Republicans with the negotiations authorised by 
the Republican Senate last June in the resolution bearing Senator 
Vandenberg’s name. This further strain on the already creaking 
framework of the bi-partisan foreign policy may cause its tem- 
porary, if not its complete, collapse in a storm of Republican 
criticism of the Atlantic Pact. But such criticism, coming from 


Ts 


men such as Mr Vandenberg and Mr Dulles, will be directed 
against the details rather than the principles of the Pact ; unlike the 
criticism which will inevitably come from the residual isola- 
tionists, it will be constructive. An Atlantic Pact built upon it 
will have a solid and permanent foundation of public acceptance 
and comprehension. 


* * x 


Discrimination in Washington 


Mr Truman, the sponsor of a stfong civil rights programme 
for the Negro, was inaugurated this week, and w.li work out his 
term, in a Southern city where discrimination against the Negro 
is nearly as universal, and much more conspicuous, than anywhere 
else below the Mason-Dixon line. The summarised findings of 
the “National Committee on Segregation in the Capital,” 
published at the end of the year, though they added little to the 
facts already known, dramatised them. The report pcints out 
that even the dogs of Negroes may not be buried next to those 
of whites (the dogs are acquitted of prejudice); under the very 
eye of the Supreme Court, which last year declared restrictive 
racial covenants unenforceable, 260,000 Negroes are confined to 
blighted slum areas by a segregation policy designed to protect 
property values. Even so, luxury flats are interpenetrated with 
Negro hovels which are an eye-sore and danger to health. 
Segregation means inferior education and hospitals; discrimin- 
ation in employment is the custom, even in many Federal agencies 
and departments within walking distance of the White House. 
There are no plays in Washington, because artists have refused 
to accept the rule of “ white audiences only.” It is only recently 
that the Federal Government secured a court ruling upholding 
its ban On segragation at the National Airport in Virginia—a state 
which enforces the colour bar. 

Residents of Washington dispute that conditions have become 
worse over the past 60 years (though a statute forbidding dis- 
crimination, in existence in 1889, has mysteriously disappeared 
from the books). Congress, it is pointed out, drew the colour 
line through the schools. Others urge that white residents are 
equally the victims of discrimination ; at the inauguration they 
wore ear-muffs with the tag “ Washingtonians know what it is to 
be out in the cold,” referring to their inability to vote in national 
elections or even for their own local government officials. 
Washington is run by three Presidential commissioners and the 
District Committees of Congress ; the segregation report charges 
that the real power is exercised by the trade and real estate 
interests. Prospects for limited home rule are brighter this year. 
But because seniority brings to the chairmanship of the House 
Committee a man long opposed to home rule, the initiative must 
come from the Senate Committee of Senator McGrath. Suffrage 
for the District was included in the Democratic platform, and 
home rule in the President’s civil rights message. 

Even this link is hardly convincing proof, however, that the 
long overdue extension of representative government to the 
capital would mean a fairer deal for the Negro. Will Washing- 
tonians, half of whom are Southern by origin, and who live in 
a climate Southern in outlook as well as temperature, prove more 
liberal than a Congress which to-day includes vigorous sup- 
porters of equal rights? It seems likely that Washington’s 
problem can be solved only within the framework of national 
policy. 


Shorter Note 


The long delayed trial of the Communist leaders began in 
New York City this week. Twelve party officials were indicte 
last July and charged with advocating the overthrow of the 
United Srates Government. The case is likely to last until spring 
and will test the legality of the Communist party for the first 
time since the passage in 1940 of the legislation under which the 
indictment has been brought. 








‘*AMERICAN SURVEY.” is drawn from three 
sources. Articles described as ‘‘From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articies 
with some such’ attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 


without attribution is prepared in London, 
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THE WORLD OVERSEAS 





Paris Talks on 


(By a Special 


HE news that the Paris talks of the five-power study committee 
—the Committee on European Unity—were after all to be 
resumed (on January 18th) less than two weeks after the date 
originally fixed—January 6th—was received with relief in most 
French political circles. The sudden British request for their 
postponement had aroused more disquiet than seemed called for. 
This was partly due to the fact that the reasons for the request 
were assumed to be other than the announced desire of the British 
Government for more time to study the report of the original 
discussions which had ended on December 17th ; and there were 
various rumours in circulation as to what these might be. It was 
also stated in some quarters that the British Government had 
alleged American hesitations as the reason for their action, and 
this was taken in Paris to be simply a device for shifting the 
responsibility elsewhere. For it is fairly generally (and probably 
correctly) assumed in Paris that the Americans would be very 
favourably inclined to the political arrangements under discussion. 
Indeed, it might well be said that the most important point 
about the whole episode is the light that it casts on the very 
delicate nature of Anglo-French relations that existed on the eve 
of M. Schuman’s visit to London. For this there are a number 
of reasons, most of them familiar: still unresolved differences 
over Germany, the apparent neglect of continental interests in 
Britain’s long-term economic plan, differences over the future of 
the Italian colonies. 

But there is also an underlying feeling that Great Britain 
is in fact persuaded that its own hopes lie in the Commonwealth, 
not in Europe, and that the present British Government is 
thoroughly isolationist in temper as far as the European continent 
is concerned. Even the Socialists, who are less swayed by the 
general drift away from dirigisme, are puzzled by a Socialist 
Government that seems to them so uninterested in the inter- 
national repercussions of its actions, The remark attributed to 
M. André Philip, that any socialism on a national scale is bound 
to end as national socialism, enjoys a wide circulation. These 
suspicions are enhanced by the unfavourable reaction of 
prominent Frenchmen to the personality of Mr Bevin himself. 
They are at once puzzled and appalled by a Foreign Secretary 
who—they argue—has so little feeling for the historical setting 
of European civilisation, so profound an aversion to general ideas. 

It must be admitted that at times this suspicion of British 

actions takes absurd forms. It is obviously most acute on the 
fundamental question to most Frenchmen—whether the frontier 
of Europe now lies on the Elbe, the Rhine, or on the Pyrenees 
and the Channel. But it was disconcerting to find the movement 
of British troops in the Middle East described as evidence of 
British disinterestedness in the defence of western Europe. Nor 
are prominent Frenchmen as ready as most people here to admit 
that these major questions of overall strategy will in the end 
be decided in Washington. Indeed, some prominent exponents 
of European unity talk in terms of total independence of American 
support, given a decade of uninterrupted recovery. 
' One has the feeling that all these difficulties could be over- 
come if at least some gesture were made to the genuine and 
widespread feeling in France in favour of giving some expression 
to the European idea—some expression that would not, like the 
Brussels Pact, take merely the form of a warning to Russia, but 
that would lay the foundations for a wider European unity at 
some later date. For the French, with the fear of Germany still 
dominant in their minds, have by no means written off their 
former allies in eastern Europe. 

The unofficial movements towards European unity and their 
various gatherings have obviously played a much greater part in 
forming French opinion than they have in this country. The 
European Congress at The Hague in May, the Congress of the 
European Parliamentary Union at Interlaken in September and 
even the Congress of the European Federalists at Rome in 
November—all these were attended by Frenchmen carrying real 
weight both in the National Assembly and with the present 
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Government. For example, M. André Voisin, the energetic 
secretary of the French “ Federalists,” claims 182 supporters in the 
National Assembly. 

On the other hand, the British have never been equally oop. 
spicuous. Apart from Mr Churchill, there has been no evideng 
of the persistent interest in the movement, shown by gud 
French personalities as M. Herriot, M. Paul Reynaud, M. Léo 
Blum, and M. Ramadier, to say nothing of such outstandi 
politicians of the younger generation as M. Devinat or M. Frangoiy 
de Menthon. The British representation at such discussions, it 
is complained, is too much in the hands of Mr Duncan Sandy 
and his immediate friends ; their French contacts, it is said, ke 
too much ainong professional Anglophiles, or persons connected 
with Great Britain by material interests, to weigh sufficiently in 
the wider circle of French politics. 

Nevertheless, the French feel that in the past it was the British 
who seemed keenest on setting the pace towards a greater measure 
of European unity and they seem disconcerted to find—as one 
member of the French delegation to the Paris talks put it—that 
the British, whom they had expected to provide the accelerator, 
came instead to use the brake. On reflection, it seems tha 
Mr Churchill was correct, and that when Mr Attlee announced 
that the British delegation to the talks would be a purely -goverm 
mental one, he was thereby illustrating a fundamental difference 
in the British approach from that of France and the Benelux 
countries, who appear to have gone along with France on most 
issues. Against Mr Dalton and his officials and experts, the 
French put up a team of four politicians, who between them 
represented all the activist parties of the Fourth Republic: 
M. Herriot, M. Léon Blum (actually represented at the talks by 
M. Guy Mollet), M. Paul Reynaud and M. Francois de Menthon, 
with France’s former Ambassador to London, M. Corbin as— 
significantly—the only non-Parliamentarian. 


British Plans and French Objections 


The British, as is known, had in mind a council of govem- 
ments, meeting in secret and acting unanimously, a mer 
additional organ of inter-governmental consultation. The French 
had in mind a European Assembly with merely consultative 
functions ; its purpose would be, by publicly debating matters 
of common interest, to focus the “ European idea” and to prepare 
public opinion for the sacrifice of vested interests, private 
national, that any real abandonment of sovereignty would demand. 
The French readiness to travel along the road of unity can be 
ascribed to a variety of causes that clearly weigh differently with 
different people. For M. Paul Reynaud, the idea that one must 
create Europe—faire PEurope—is a logical consequence 
historical development towards larger integrations elsewhere. 
The existing European states provide too small markets, are 100 
poor for large-scale research, lack the capital for overseas develop 
ment—only a larger unit can hope to match the productive powers 
of the USA and the USSR. For a man like M. Devinat, who 
stands very close to the Prime Minister, M. Queuille, it is as 
much a political as an economic necessity that sovereignty shoul 
be transcended. The Soviet-Communist pressure cannot othel- 
wise be resisted. For nearly all responsible Frenchmen thee 
is the additional reflection—difficult to avow in public—that only 
through the creation of a united Europe can a new French 
téte-d-téte with Germany be avoided. And if Britain does not 
co-operate there is the fear that there may then be pressure @ 
proceed without it; in any purely Continental federation, the 
danger of Germany dictating its objectives and making it the 
instrument of its eastern ambitions, is felt to be real enough. 

Starting with these fundamental differences of approach, the 
French were, it seems, rather agreeably surprised with the 
cordiality of the first stage of the Paris talks. Mr Dalton was 
perhaps conscious that his reputation as an opponent of the 
whole thing had preceded him, and did his best to charm away 
suspicions. Although it was stated at the adjournment on 
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December 17th that there was an agreed draft, it would appear 
in fact that all that was meant was that Mr Dalton expressed 
himself ready to present to his Cabinet colleagues the results 
of the discussions, including a fundamental and _ hitherto 
unbridged difference. 

It was agreed that there should be a council—as the British 
proposed—and also an assembly. The French did not take up 
the idea that this assembly should be directly elected. Internal 
politics in France sufficiently explain this fact, but there is no 
reason to believe that M. Reynaud has abandoned his belief in 
this method of arousing popular support. The Assembly would 
therefore represeftt the national parliaments. A quota would be 
allotted to each country, not strictly on its figures of population, 
but weighted in favour of the smaller ones. The Benelux 
countries together would have about as many seats as either 
Great Britain or France. A number of about 100 members was 
thought of for the original five participants—rising to about 200 
as new countries were brought in. On British insistence, there 
were to be no Communists ; although the French argued that, 
since their institutions worked with the Communist minority 
approaching a third of the whole, the ten per cent or so to which 
the Communists would strictly be entitled, would noi be fatal. 

The discussions of the assembly were to deal with topics 
chosen in one of two ways. They could discuss any matter 
passed to them for discussion by the council or alternatively 
propose items for their own agenda. But the council, acting on 
this occasion—and on this occasion only—by a majority vote 
and not unanimously, were to have the right to veto any item 
as unsuitable. Military matters were from the beginning to be 
regarded as wholly outside the assembly’s competence 

On the extension of the assembly’s membership there was a 
good deal of agreement. Italy and Norway were favoured 
candidates for immediate accession; and the French were pre- 
pared to consider the admission of some German representatives, 
though not necessarily in proportion to the country’s size. 

It was not on these points that the hard core of disagreement 
was reached, for it became evident that the British and French 
had very different ideas of the character of the assembly they 
were creating. ‘The French (and the Benelux representatives) 
wanted an assembly of prominent people who would speak in 
their own names and vote as they saw fit. It would be a genuine 
parliament—even if confined to passing resolutions—and without 
government functions. The British thought of an assembly like 
that of the United Nations, with national delegations representing 
governments and voting on the unit rule. 

Yet it must be admitted that there is some foundation for the 
suspicions of the scheme that exist in British circles far removed 
trom the doctrinaires of Downing Street. The most important 
One 1s the persistent vagueness of the French as to what they 
want to do next, if we go along with them as far as the consulta- 
uve assembly. There is much talk of integration along 
“functional” lines, of “abandoning sovereignty,” of “ unity,” 
and of “federation.” It is much harder to know how far they 
Seriously envisage what that would mean for the national govern- 
ments involved. Nor do they seem over-eager to find out. As 
a Canadian diplomat remarked: “ many of the Frenchmen I meet 
talk about federation. But when I point out that I come from a 
federal country and that federation has its own problems, they 
don’t seem very anxious to know what they are, or how they are 
solved.” It is remarkable, too, that the Institut des Sciences 
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Politiques (successor to the old Ecole des Sciences. Politiques) 
has no course devoted to federalism and its problems, 

Frenchmen make much of the old contrast between their own 
devotion to written law and precise formule, contrasted with 
Anglo-Saxon empiricism. They seem quite unaware of the fact 
that the only states today that successfully work a written federal 
constitution are all, with the exception of Switzerland, in the 
English-speaking world. 


Soviet Biologists at 
Loggerheads 


[By A CORRESPONDENT] 


“WE must not wait for favours from nature; our task is to 
wrest them from her” ; this saying of I. V. Michurin, the Soviet 
scientist, has been the leittmotiv of the recent biological con- 
troversy in Soviet Russia. T. D. Lysenko, Michurin’s disciple, 
claims for his biological method the merit that it will rapidly 
increase “man’s mastery over nature,” and alleges against his 
opponents of the Weismann-Morgan scheol that they want man- 
kind “ to remain on its knees before nature.” In any other country 
the dispute would have been confined to academic circles ; but 
in Soviet Russia it has become one of the major issues of national 
policy. Stalin himself, the Politbureau, the Central Committee of 
the party, the State Planning Commission and the Ministry of 
Agriculture have intervened. Directors of many great experi- 
mental farming stations have had their say, confronting the 
academic biologists with the demands and needs of practical 
animal and plant breeding. For months on end the whole Press 
from the Bolshevik and Literaturnaya Gazeta down to Komsomol- 
skaya Pravda have filled their columns with articles and resolu- 
tions on the subject. For a time even the most vital issues of 
international policy seemed overshadowed by the dispute. 

The discussion has ended in what locks like a complete victory 
for the Lysenko school. Several of his academic opponents were 
dismissed from their posts. Others toed the biological line when 
Lysenko produced the decision of the Central Committee endorsing 
his theories. The Central Committee has sanctioned his belief 
that “it is possible, with man’s intervention, to force any form 
of animal or plant to change more quickly [than hitherto] and in 
a direction desirable to man.” This belief is based on the view 
that acquired characters are, or may be made, hereditary, that the 
capacity to impart hereditary characteristics is vested in the whole 
individuality of any organic being and not merely in its chromo- 
somes, as the Morgan-Weismann school maintains. 

This verdict on biology and heredity is not the first one of its 
kind that the Politbureau has passed. In 1935-1936 almost exactly 
the same strange controversy took place. The same biological 
schools were then arrayed against one another, with the result 
that the highest party authority backed Lysenko, Yet the verdict 
of the thirties apparently had little effect on the evolution and 
outlook of Soviet genetics. The academicians quietly ignored 
the Politbureau’s pronouncement and went on as before. Until 
the middle of last year the representatives of the anti-Lysenko 
trend held most chairs of biology and Darwinism in the Universi- 
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ties ; and Lysenko himself, although he was President of the 
All-Union Academy of Agricultural Sciences, did not really obtain 
the stamp of academic respectability for his theory of heredity. 
At last year’s session of the Academy, Lysenko, replying to charges 
that he was out to suppress the freedom of teaching Morganism 
in Russian schools, said: “Unfortunately, it has so far been 
exactly the other way round ... I, as President [of the Academy] 

. have been wanting in strength and ability to make proper 
use of my official position to create conditions for the more 
extensive development of the Michurin trend in . . . biological 
science, and to restrict, if only somewhat, the scholastics and 
metaphysicians of the opposite trend. The trend so far 
suppressed—suppressed by the Morganists—happens to be the 
one which the President represents.” This time the Party verdict 
reversed the position and gave the Michurin-Lysenko school the 
dominant influence. 

What has prompted Stalin and the Politbureau to intervene in 
this apparently non-political dispute ? No doubt, the Lysenko 
school appears to be, more than its rival, philosophically congenial 
to Communism. It claims to view nature through the prism of 
dialectical materialism ; it lays the greater emphasis on the prin- 
ciple of evolution, and it underlines “ sudden leaps,” i.¢., moments 
of revolution, in the evolutionary process. It is explicitly hostile 
to any suggestion that the study of plants and animals may justify 
the Malthusian theory that increase in food production cannot 
keep pace with increase in population ; and hostility to the shadow 
of Malthus derives from Marx himself. On all these points 
Lysenko appeals to the Marxist tradition. He seems therefore 
to have succeeded in persuading the Party leaders that his 
opponents see “living nature . as a medley of fortuitous 


phenomena, to which no law applies, and where chance reigns 
supreme.” 


Experiments in Colonisation 


The layman cannot judge the strictly scientific pros and 
cons of this controversy, which has baffled even some of 
the prominent western geneticists. Much clearer is the practical 
interest involved in it. The Party leaders apparently believe that 
at least a vital part of their agricultural policy depends on the 
answer which the geneticists give to the problems of heredity. 
Party and Government are concerned with agrobiology rather 
than with pure biology. The Ministry of Agriculture has, indeed, 
been the most important party to the dispute. There certainly 
exists a broad connection between the experiments of the geneti- 
cists and the government projects for the agricultural colonisation 
of vast drought and frost areas in eastern and northern Russia. 
The Morganist school of biologists views those projects with a 
degree of scepticism which must be embarrassing to the govern- 
ment, whereas the Lysenko school loudly proclaims its belief 
in the feasibility of the projects and its willingness to help in 
their realisation. 


The problem with which the Ministry of Agriculture has been 
confronted emerges from a statement in the Bolshevik that in 
1948 not less than about 18 million acres of collective farmland 
have been planted with seeds prepared in accordance with the 
Lysenko method. An area as large as the land under grain culti- 
vation in this country has now in effect been put at the disposal 
of the Lysenko school as a sort of a gigantic experimental station. 
In fact, the 18 million acres are, of course, scattered over many 
parts of the country. Whatever the scientific rights and wrongs, 
the scale of this association between biology and agriculture is 
remarkable. The Ministry of Agriculture claims that it has been 
encouraged to go ahead with this vast experiment by Lysenko’s 
Previous successes. In 1946-47, it is said, hybrid seeds prepared 
according to his method, that is without pollination, began to 
produce crops in a way which convinced the Ministry that it was 
es in expanding the experiment to its present dimensions. 

he crop of Lysenko’s frost- and drought-proof seeds is claimed 
to be several hundredweights higher per hectare than that of 
all other standard seeds. In justification of its present course, 
the Ministry explains that, ever since the 1924 drought, it has 
given the Morganist genetists the chance to go on with their 
work ; it has financed their experiments which involved many 
costly expeditions ; and so on. The Morgan school, however, 
has not delivered the goods ; whereas Lysenko has. And now the 
Ministry has had to make up its mind about its attitude towards 
the competing theories. 


One can only sympathise with the practical administrators and 
their difficulties. They have had to decide to which of the two 
schools they Ought to entrust so many million acres, and they 
have probably made their decision on a strictly practical basis. 
Frem a practical viewpoint, the odds are against the Morganist 
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school which reportedly argues that drought- and frost 

seeds can be developed mainly on “chromosome reserves” from 
wild and semi-wild plants to be found in Abyssinia, India, Ching 
and America, whereas the Lysenko school bases itself on hy 
native experience of Russian and Ukrainian farming. : 


A Long Road to Travel 


The main test for the Lysenko school, however, is still ahead; 
and in a sense it has only begun with the allocation of vag 
experimental areas to it. The Lysenko school is hopeful, J, 
promises a great and rapid increase in the fertility of soil, One 
of its spokesman, Academician Dolgushin, has promised to raigg 
the grain crop to 80 or even Ioo cwt per hectare. Only the next 
five or possibly ten years may show how much substance or how 
much gross self-advertisement there is in these promises, Nor 
is it only a matter of the expected grain crops in the far north 
or in the desert areas. Lysenko has carried the cultivation of 
potatoes into the warm southern lands of Soviet central Asia 
and claims to have obtained there two potato crops a year, 
Cattle and sheep breeding in Kazakhstan and Kirghizia is also 
bound up with the experiment. It is claimed in addition tha 
important alterations have been made in the design of agricultural 
machines, calculated to promote the new agrobiology. The 
experiment, if it succeeds, may amount to a revolution in farm 
ing methods. If it fails, the Lysenko school is likely to be as 
brusquely discarded as the Morganist one has been now. 


Regions and Feuds in Italy 


[FROM OUR ROME CORRESPONDENT] 


THE two-year-old Italian Republic is not being left quietly to 
cultivate a sense of its own intangibility. The European 
Federalists, in the motion which they brought before the Chamber 
in the recent foreign affairs debate and for which they obtained 
a majority, desired the Republic to accept “such limitations of 
sovereignty as are necessary for the organisation of justice and 
peace among nations.” The Government sought no more e- 
plicit approval of its own delicately poised, fluid and much fought 
over foreign policy than the mild approval contained in the 
motion. 

But this is not the only inroad being planned upon the 
sovereignty of the Republic. While the federalists, citing a 
pledge in the new constitution, propose the transter of portions 
of sovereignty by Italy and the other nations to a greater European 
whole, that constitution also most definitely pledges the devolu- 
tion of large local powers to the Italian regions. Already Sicily, 
Trentino-Tyrol and the Aosta Valley enjoy special autonomies. 
The constitution, which was passed last year by a unanimous 
Assembly, assigns powers to the elective institutions of sixteen 
regions besides those named, and sets a date, December 31, 1948, 
for the “ calling” of regional elections. 


Common sense, and the record of the debates, suggests that 
“calling” means “ holding,” and since that is quite impossible— 
there has not yet been even a Parliamentary Bill to define the 
method of election—some right-wing newspapers, which both 
abhor the weakening of the central siate through decentralisation 


and also would gladly see the present institutions discredited,” 


draw the lesson that the constitution has already been broken 
and might as well be broken in good earnest by an indefinite 
deferment of the regional reform. ‘The government, however, 
though decentralisation is a task which amid present stresses 
it might have been happy to be spared, has reason to think several 
times before breaking so definite and solemn a pledge. It is 
already under accusation, from the extreme left, of breaking 
other constitutional pledges, such as those concerning land and 
industrial reform, upon which the fundamental document puts no 
date. Moreover, decentralisation is, historically, a grand aspira- 
tion of the Catholics of Italy. They have therefore interpreted 
“call” as meaning “ pre-announce,” and have pre-announced the 
regional elections, subject to parliamentary approval, for the latter 
part of this year. This gives very little time for the mass of 
intricate defining legislation which will be needed to give effect 
to the pledges of the constitution. 


Ghosts of History 


The future powers of the regions are defined in a score of 
articles in the constitution. The most conspicuous are the right 
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to control, within the framework of the laws of the state, local 
police, hospitals, adult schools, some local transport, roads and 
forests. They will be given the right to levy taxes and a share 
in state revenues. The powers will pertain to an elected regional 
council, with an executive junta and a president. esides the 
three already mentioned regions, Sardinia and Friuli also have 
the right to special charters, all the five special regions being 
either islands or bilingual frontier regions. Owing to contiguity 
to the iron curtain, the Friuli charter is, by an addendum to the 
constitution, excepted from the time limit. The powers of the 
other regions are to be substantially uniform. A new. large 
administrative unit rooted in old history but hitherto unrecognised 
in Italian law—except as an association of provinces for such 
purposes as the care of monuments and art treasures—thus places 
itself between the Central Government and the ninety-one 
Provinces, created (apart from detailed changes) in 1861 in the 
likeness of the French departments. 


In an era in which the ghosts of history display a queer vitality 
—as they did when, in 1946, the frontier between Republican and 
Monarchist electoral prevalences closely followed that between 
the old central Italian states and the old Bourbon kingdom— it 
may be permissible to mention that of the nineteen regions now 
to be called into administrative existence six derive from the old 
Bourbon Kingdom, four derive from the Savoy Kingdom, four 
from the Papal States, four from the Habsburg domains and one 
from the Grand Duchy. The old loyalties are now extinct. Yet 
the placing of these regions on the administrative map will mark 
the long-delayed retort of Italy to the ruthless imposition of 
uniformity by the Piedmontese. 


Ninety years after the event, the unity of Italy is today an article 
of faith with every political party in the country. Yet Sicilian 
separatism rampant in 1943-45, localised southern monarchism 
in 1946, the localised “redness” of Emilia and Tuscany and 
the florid vitality of the Papacy in 1948 sometimes rouse ghostly 
echoes of the preoccupations of the successors of Cavour, There 
is a good deal of pre-occupation about the way in which, in 
passionate times, the regional administrations would work in with 
the state and with each other, specially when the legsilation 
defining their powers has to be rushed through a tumultuous 
Parliament in a short time. To mention one problem, are the 
redoubtable Prefects, hitherto the highest personages outside the 
capital, to lose caste when the central government names its 
“Commissioners ” to co-ordinate the activities of the state and 
the region ? 


Apart from purely political risks, the institution of the region 
is viewed with alarm in many quarters for the temptation which 
it offers to bureaucratic proliferation and power-mongering. 
Sicily is from many points of view a special case, but not perhaps 
so special as all that. The Corrtere traces in the local Sicilian 
budget a vote of 4,000,000 lire (£2,000) for roads side by side with 
an establishment of sixteen secretaries to assist the assessor for 
communications, who has the spending of this modest vote. The 
salary and expenses of regional personnel altogether require over 4 
billion lire (£2,000,000). The regional president employs 198 per- 
sons in his office, the assessor for finance 130. Rinascita accuses the 
Regional Government of requisitioning apartments for the 
private use of assessors’ relatives, and generally of scandalous 
waste. The eminent jurist, Professor Calamandrei, has in Rome 
called Parliament’s attention to the fact that the Sicilian High 
Court in cases of conflict between national and local law has 
pronounced the national law invalid. The Rome Government is 
now engaged in merging the functions of the Sicilian High Court. 
This inroad upon the autonomous privileges which the Sicilian 
Government has succeeded in exercising during recent confused 
years, has provoked the resignation of the head of that govern- 
ment. Dr Alessi, amid strong local protests against the tyranny 
of Rome. If there are Sicilian replies to these allegations they 
are not heard here. 


In short, regional institutions are due to be born under heavy 
clouds of apprehension, political and human. A national petition 
is being organised by the right wing Tempo to dissuade the 
government from honouring the Constitutional pledge. It is 
wildly believed that somehow or other the government will 
wriggle out of this formidable commitment. Yet, which is the 
worse evil for the government ? To embark in tempestuous times 
upon a complicated reconstruction of the administration, or to 
break the constitution of which it claims to be the guardian ? 
Political feuds in Italy today are fierce, and despite pride in the 
resilience shown since 1943 there is much pessimism on the general 
Prospects of the nation. 
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Your money and your bank 


The one hundred and thirteenth annual 
balance sheet of ihe Midland Bank, bearing 
the date December 31, 1948, shows that 
customers had entrusted to the Bank their 
funds which, with other balances, reached 
a total of £1,350,480,553, the highest 


figure ever recorded. 


So as to provide for calls of every 
description, the Bank held in cash and 
balances with the Bank of England no less 
than £111,980,430, while balances with 
and cheques on other banks amounted to 
£58,009,745. A further £71,763,891 was 
lent, mainly to the money market, repay- 
able at call and short notice. Sums lent 
by the Bank to the Government included 
£190,375,738 by way of Treasury Bills, all 
due for repayment within three months, 
and £307,500,600 in the form of Treasury 
Deposit Receipts, all repayable within seven 
months, while the Bank held other British 
Government securities amounting — to 
£285,531,963. Of particular interest is 
the amount of advances by the Midland 
Bank, mainly to industry and commerce. 
This item accounted for £310,483,954, and 
on no single loan or overdraft was the 
customer charged an annual rate of more 


than 44%. 


These are the main items in the 
and behind the 


figures lies the story of great achievements 


annual balance sheet, 


by customers large and small, conducting 
their business through over 2,000 offices 
of the Bank. 


MIDLAND BANK LIMITED 
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THE BUSINESS WORLD ~ 





Making Money Behave 


HE monetary trends of this first fiscal year of disinflation 

have been oddly at variance with the objectives of the 
Chancellor’s budgeting. In the eight months to last November, 
the “net” deposits of the clearing banks rose by nearly £250 
million, and the year-end balance sheets now being published 
indicate a further large rise in the total during December. Sir 
Stafford Cripps, among others, has drawn a careful distinction 
between “ deflation” and “ disinflation.” He implies that, 
whereas the classical deflations so far contracted demand as to 
produce unemployment and depression, the aim of disinfia- 
non is merely to dry up excess demand and thus to restore 
equilibrium without producing any unnecessary slack. This 
distinction notwithstanding, most people find it hard to regard 
a continuing large expansion in the volume of money— indeed, a 
bigger expansion than occurred in the similar period of 1947, 


when Dr Dalton was responsible—as harmonising with the’ 


strains of austerity and surplus-budgeting. Disinfiation may be 
a refined prescription, a nicely distilled product, instead of the 
taw herbs of the countryside, but its object still is to cool down 
the fevers of the patient’s circulation. Hence the question is 
being increasingly asked whether this continuing growth in the 
volume of money is merely the consequence and symptom of 
the insufficiency of the disinflationary dose, or whether it is 
something disquieting in itself which calls for separate treat- 
ment. 

About the desirability, on economic grounds, of continuing 
and perhaps of intensifying the course of disinflation, there 
can be no doubt ; that was plainly demonstrated in two articles 
in The Economist early last month. Even the continuance of 
the course, through the retention of a large budget surplus, 
may depend upon the willingness of the Government to cut 
down its own expenditure and to face the political fracas which 
an economy drive might involve. But these are problems quite 
distinct from the preserit questionings about monetary policy— 
whether the monetary expansion carries a positive danger of its 
own, or whether it is a mere symptom of the difficulties of 
administering a sufficiency of disinflation. This distinction has 
been emphasised here for two reasons: first, because the 
problems of excessive Government expenditure will be examined 
separately in these columns as the Budget approaches ; 
secondly, because failure to make it has resulted in muddled 
thinking in some recent comments. 

If deflation and disinflation both seek to reduce the patient’s 
circulation, one source of confusion arises from different ideas 
of what is meant, in the body economic, by circulation. Both 
policies seek to reduce the circulation of money incomes—either 
the total of these incomes or the proportion of them which is 
being currently spent, or both. But the classical policy of defla- 
tion, working mainly or wholly through monetary policy, sought 
to produce this effect by operating not upon the circulation of 
incomes but upon the circulation of money—it raised the price 
of loans of money and restricted the physical volume of money. 
The present policy of disinflation spurns these monetary 
weapons and tries instead to operate directly upon the flow of 
incomes, in particular upon the proportion of them which is 
available for current spending. Instead of offering people cash 
inducements to increase their savings, it takes from them in 
taxation an increased proportion of their incomes in order that 
any deficiency of private savings shall be made good by a budget 


surplus. This is another way of saying that Sir Stafford Cripps, 
despite the orthodoxy of his disinflationary aims, has certainly 
not abandoned the general principles of the cheap money policy 
as it has evolved since the early thirties. His weapons are 
fiscal weapons (plus a little coercion), not monetary ones. 

Given the fact that a large part of the total volume of capital 
outlays is regulated by direct planning and physical controls 
(which thus replace the function of a variable interest rate), 
there is no reason, in theory, why the new prescription should 
be less effective, for its particular purpose, than the old. In 
one respect, indeed, it could in principle be more effective. 
Since there is no fixed relationship between the volume of 
money and the volume of public spending, it was never possible, 
under the old system, to know how large a restriction of credit 
would be needed to produce the necessary curtailment of spend- 
ing; and monetary deflations had a chronic tendency to go 
too far. 

Few people, nowadays, would advocate a return to the 
primacy of monetary policy as the instrument of economic dis- 
cipline—to the reliance upon credit restriction and increases im 
interest rates—though it is well to remember that the “ old” 
policy involved at least a balanced budget. On the other hand, 
there are many people who, while fully approving Sir Stafford 
Cripps’s handling of the fiscal weapon, would like to see mone- 
tary policy used to reinforce it. They believe that the Chan 
cellor’s problem would be eased, and the whole economy made 
more flexible, if the Bank of England kept a sufficient tension 
on the credit reins to ensure a moderate rise in interest rates. 
There is much to be said for this view, but it is scarcely likely 
to appeal to Sir Stafford—even if the momentum of the cheap 
money policy, accumulated over sixteen years, were not calcu 
lated to restrain him. Whatever attitude the Government may 
adopt in the future, it was clearly not prepared last April, and 
has not been prepared since, to employ monetary policy as aD 
active instrument of disinflation, even in an auxiliary sense. 

What, then, should be the role of monetary policy if disin- 
flation is to be pursued by fiscal means? Plainly, its first 
duty must be to ensure that monetary forces do nothing 10 
impede the workings of the fiscal policies which are adopted. 
If it cannot positively assist those policies, it must at least not 
negatively embarrass them. It must not allow any excessive 
supply of money to arise which might encourage capital outlays 
beyond the scope of the approved programmes and beyond the 
reach of the physical controls. Similarly, though a higher 
return on increased savings may be ruled out, monetary influ- 
ences must not frustrate the efforts of budgetary policy to 
enlarge the community’s savings. The least that is to be 
expected of monetary policy is that it should play a strictly 
passive role. This does not mean, however, that an expansion 
in the volume of money should in no circumstances be per- 
mitted. Nor, assuming that a positive monetary policy is ruled 
out, does it follow that the monetary authorities must never take 
any steps to restrict credit. On the contrary, this theory of 
neutral monetary policy may require constant variations 
in the supply of money for the very object of preventing the 
variations in interest rates which the cheap money policy seeks 
to avoid. 

It follows, therefore, thgt if the “ weight of money” in the 
hands of the public becomes excessive, so that investors want to 
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hold a smaller proportion of their savings in cash and thereupon 
begin to bid up the prices of securities, the authorities by their 
customary techniques of monetary control should mop up the 
surplus of money and check the incipient fall in interest rates. 
Conversely, if some shock to confidence l¢ads the public to 
desire increased liquidity, the monetary authorities should meet 
the demand by slackening the credit reins, thereby permitting 
an expansion of bank deposits. Such an expansion of credit, 
so long as it merely suffices to enable the public to hold a larger 
part of its savings in cash instead of in securities, does not run 
counter to disinflation. It merely reflects the presumed rule 
that disinflationary measures are to be carried out only through 
fiscal policy and controls, and must not be exercised by the 
supposedly outmoded pressure of rising interest rates. 

Such, apparently, are the rules which would govern the 
conduct of the central bank if it was seeking to ensure that 
monetary policy—as distinct from economic policy—should be 
passive. The authorities may object to the use of the interest 
rate as an instrument of discipline; but when economic policy 
calls for disinflationary measures, should they not be particu- 
larly cautious in satisfying the public’s demand for cash when 
that involves an expansion of credit ? In such conditions, it 
may be better to create too little money than too much, 

* 


Such principles as these have certainly not governed mone- 
tary policy during the present fiscal year. The effective supply 
of money was being increased throughout this period by the 
gradual release of the £150 million of bank deposits generated 
by the special operations of last March, notably the arrange- 
ments for the sale of the Argentine railways. At the outset, it 


was hoped that the gradual reinvestment of these funds would 
tend to restore the total of bank deposits to its original level; 
but in fact the whole of this cash has remained in existence 
and in addition (taking the figures only to the end of November) 
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a further £250 million of deposits has been created. In the 
early part of this period, admittedly, some increase in the effec- 
tive supply of money was justified by the principles of the cheap 
money policy outlined above. The shock to confidence pro- 
duced by the capital levy and the nervousness about the inter- 
national situation undoubtedly led to an increase in public 
demand for liquidity which, in the absence of some release of 
credit, would have produced a sharp rise in interest rates. By 
the early summer, however, it was clear from the behaviour 
of the gilt-edged market that these demands for liquidity had 
been satisfied. If the authorities had really been trying to 
pursue a strictly passive policy, they would at that moment 
have begun to reduce the total volume of credit, because a large 
proportion of the Argentine payments had still not passed into 
general circulation so that, in the absence of official action, the 
effective supply of money was bound to rise further. In fact, 
the authorities pursued a diametrically opposite policy, for in 
the autumn the expansion in the total volume of deposits became 
still more marked. 


By far the greater part of this additional credit has had to 
be created to meet the financial requirements of the Govern- 
ment. It has been repeatedly emphasised in these columns that 
the share absorbed by the private sector of the economy has 
been only a fraction of what it was in the similar period of 1947, 
for the rise in bank advances virtually ceased from the middle 
of 1948. Nor is there any reason to suppose that the provision 
of bank finance for the private sector through channels other 
than advances—for example, through commercial bills or by 
sales of short bonds to the discount market—accounts for more 
than a moderate part of the new credit which has been created. 
The presumption is, therefore, that the large amount which 
remains after allowing for such demands as these has been lent 
to the Government, directly or indirectly. 


Unfortunately, as can be seen from a detailed analysis in the 
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January issue of The Banker, it is impossible to reconcile the 
presumed amount of these lendings to the Government with its 
visible requirements—as shown by the Exchequer return and by 
estimates of such factors as the trend of Britain’s external 
deficit. This disparity between the banking and Exchequer 
figures, which emphasises again the inadequacy of the latter, is 
a constant obstacle to sound analysis of monetary trends— 
perhaps for the authorities as well as for private investigators. 
But the uncertainties to which it gives rise in the present con- 
text do not alter the main conclusion. Whether the Govern- 
ment’s absorption of new credit has been as large as the banking 
figures imply, or whether it is the substantially smaller sum 
which might be deduced from the Exchequer returns, the fact 
remains that the monetary authorities have permitted the whole 
volume of credit to come into existence and that volume has 
been larger than even a liberal interpretation of the cheap money 





policy could justify. This conclusion can be readily prope 
Throughout the second half of 1948 the dominant factor in the 
stock markets has been the “weight of money,” which jy 
forced up prices of gilt-edged and produced a simultanedty 
rise in equities despite disinflation or dividend limitation, ‘This 
paradox can only be explained on the footing that the creation 
of credit far exceeded what was needed to meet the publicy 
demand for liquidity and, in fact, produced a glut of cash 
Monetary policy, instead of being kept to a passive role; hy 
actually been working in the opposite direction to disinflatign 
Moreover, it was allowed to develop in this direction deg 
the growing evidence that the fiscal dose of disinflation’ wy 
itself not sufficiently strong. If the Government, for politica! 
reasons, finds it difficult to reinforce its fiscal policy, it is mote 
than ever important that these contrary tendencies in monetay 
policy should be prevented. 


Balance Sheet for Industry 


NE important benefit of the new Companies Act—the 

provision of fuller information about profits—was marked 
by the publication in last week’s issue of The Economist of the 
first summary and analysis of profits published between July 
and September last year. Even before the Act’s provisions on 
company accounts came into force last July, it was possible to 
make a plausible guess at the size and distribution of industrial 
profits—The Economist had been making bricks, with a certain 
amount of straw, for forty years, and had succeeded in building 
a respectable structure of information on this question. It is a 
matter for satisfaction that this pioneering work can now be 
vastly expanded and improved. 


But it had never been possible, before the advent of the new 
Act, to make much use of company balance sheets for parallel 
research into the finance and assets of British industry. When 
it became clear that the new Act would require group accounts, 
this new field of enquiry was automatically opened. No orga- 
nised information has ever been available hitherto in this country 
about the capitalisation, reserves, assets and depreciation funds, 
and current assets and liabilities of industrial concerns. The 
Board of Trade has regularly assembled such information about 
insurance companies ; the Registration of Friendly Societies does 
the same for building societies. But in this age of statistics no 
official agency has made itself responsible for assembling the 
facts about the finances and resources of industry. 


Yet, in truth, it was not worth making the effort until the 
new Act compelled a radical improvement in the content and 
presentation of company balance sheets. Already before the war 
there had been a marked improvement in practice—it was no 
longer possible to make a single omnibus entry on the assets side 
of the balance sheet totalling several millions. But far too many 
balance sheets gave the shadow rather than the substance of in- 
formation by showing the book value of interests in subsidiaries 
and saying nothing of the assets which those interests repre- 
sented. The end of the holding company balance sheet and the 
advent of the group account thus represent a major gain to 
economic knowledge. Not all balance sheets today are consoli- 
dated ; there are still many single companies which have no 
subsidiaries; and there are a few companies with subsidiaries 
which may be exempted, under certain conditions, from the 
obligation to provide group accounts. Thus, as in the case of 
the profits analysis, presented last week, it has been necessary 
to devise a form of record which can be used for group and single 
company balance sheets alike. 


The full classification which has been adopted is shown in the 
tables which appear on pages 90 and 91 of this week’s Records 


and Statistics. All told, 385 reports were published in the Jul 
September quarter, and of these 326 provided comparative 
figures. Thus the balance sheet information is exactly cotermi- 
nous with that on profits published last week. It classifies 
assets into nine groups, and liabilities into twelve groups. The } 
first, and biggest, item is for fixed assets, which include land, 

property, buildings, plant and machinery. The Companies Act 

requires that fixed assets must be shown at cost, if that is 

possible, and that the full amount of depreciation set aside 

against their replacement should be disclosed. In many cases, 

however, such information is not available, or could be uw 

earthed only with an inordinate amount of trouble. 
therefore provides an alternative method of stating fixed assets 

in group balance sheets—namely book value at a given date, 

Some companies have taken advantage of this option in theit 

accounts. Even under the new dispensation, therefore, the book 

figures for fixed assets are to an appreciable extent arbitrary. 

Moreover, many groups with holdings in subsidiaries would be 

quite unable to state the original cost of the latter’s fixed assets. 

All that they know is that the purchase considerations paid when 

the subsidiaries were acquired exceeded the net assets of the 

subsidiaries, and they show this excess as an intangible asset 

described variously as surplus of purchase price over sub 

Sidiaries’ assets acquired or goodwill. The effect is evident in 

the figures for the 385 companies ; their fixed assets (including 
those of their subsidiaries) appear in the accounts at £5334 
million, and their so-called intangible assets at no less than 
£127.8 million. It must be remembered that this latter item is 
in the nature of a balancing entry ; but in its economic nature, 
it pertains very closely to the fixed asset item. 

With the exception of trade investments, the remaining items 
on the assets side are current items—stocks and work in progress, 
debtors and amounts receivable, marketable investments (here 
a distinction has been drawn between gilt-edged and other 
securities) amd cash and bank balances. There is one other 
item (with a counterpart on the liabilities side) which requires 
a short explanation. This is the balance due from subsidiaries 
to the parent companies (or conversely from parent companies 
to subsidiaries). In a consolidated balance sheet, of course, these 
items do not appear, since consolidation cancels out the debits 
and the credits. But for reasons already explained, not all 
parent companies have presented group accounts ; therefore 
some of the accounts are in the old “ holding company ” form 
and these may include inter-company balances. For such com- 
panies out of the total of 385, the net balances due to parent 


. 


companies amount to only £13.4 million (of which oil com 
panies account for £11.6 million) out of total assets of £1,493-5. 
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million, while balances due to subsidiaries amount to no more 
than {2.7 million. In the summary balance sheet which accom- 
panies this article, these relatively small items have been added 
to debtors and creditors—a course favoured by convenience 
though perhaps open to argument in accounting principle. 

Liabilities have been divided into twelve groups. These show 
the issued capital (of the parent companies) distinguishing 
debentures, preference and ordinary shares. Two give reserves, 
separating capital reserves from revenue reserves. Outside or 
minority interests in subsidiaries form another item. The rest 
represent current liabilities and provisions—bank loans, credi- 
tors, reserve for future taxation, other provisions, and deprecia- 
tion funds. This last item, of course, is in practice deducted 
from the book values of fixed assets on the other side of the 
balance sheet. 


So much for the scope of the analysis. It does not carry the 
investigation to the last refinement of detail ; that would hardly 
be worth while. But it has been devised so that all cognate 
entries ina modern balance sheet find a logical home in the same 
item in the summary. 








of their latest finan- 
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to £405 million, while accumulated depreciation provisions 
increased by a half, from {89.1 million to £134 million. Much 
of the increase in fixed assets must have been due to new invest- 
ment, but some undoubtedly arose from the revaluation of 
assets already in existence, and from the fuller disclosure (not 
compulsory in the preceding year’s accounts) of assets already 
written off. A part of the increase of £284 million in net fixed 
assets of these companies represents new investment ; how much 
it is impossible at this stage to say. 

The main value of a balance sheet analysis of this kind 
will not rest on its revelations about fixed assets, but on the 
movements which it discloses in current assets and liabilities. 
Here, conventional elements in valuation are much less impor- 
tant ; and it is here that the first impact of economic change is 
felt. The comparative figures of current assets and liabilities 
of the 326 companies enable some measure to be taken of 
industry’s problem of maintaining its working capital and 
of the increasing financial strain which it is causing. During 
the latest year, their stocks jumped from £170 million to 

£246.7 million, and 
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matter to construct BASED ON COMPANY REPORTS PUBLISHED JULY-SEPTEMBER, 1948 (/’000) £161.3 million ; on 
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250,347 | 312,677 | 398,807 
cial years (the aver- 

age date would be 
roughly March 31st 
last) to £868.4 million. The book value of their fixed assets 
amounted to £5§33.4 million, against which depreciation funds 
of £185.3 million had been accumulated. It is quite impos- 
sible to say how far the sums set aside for depreciation of fixed 
assets fall short of the full amount which will be required for 
their replacement. The book values attributed to fixed assets 
sometimes represent original cost and sometimes a more up-to- 
date valuation. In that sense they are incomplete, but in no 
sense do they reflect the cost of replacement. Both in fixed assets 
and in the item for intangibles there is a large element of his- 
torical cost and accounting convention. 

It will be possible, in future years, to make some estimate 
of the rate at which industry is expanding its physical assets, 
for although the historical and conventional elements in the total 
will remain from year to year, additions to fixed assets should 
be closely reflected in the changes in that total. The compara- 
tive figures for the 326 companies give a very partial impression 
of the rate of new investment ; fixed assets of this smaller sample 
of companies were increased by over a fifth, from £331.6 million 
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1,308,204 


and particularly in 
bank overdrafts and 
creditors. 

The net effect has been to increase the total of net current 
assets from {£257 million to £279.6 million. But it is the 
composition, rather than the net size which is important. The 
burden and risks of carrying increased stocks at inflated prices 
are obvious ; the drain on investments and cash and increased 
resort to bank loans are clear from the figures. These figures 
are now approaching a year old, in the economic sense, and 
they will show much greater changes between 1948 and 1949 
than they did between 1947 and 1948. They prove statistically 
what industry has for many months known empirically—that in 
the present regime of high taxation and rising prices, indus- 
try’s attempt to maintain its fixed and working capital is always 
difficult and not infrequently impossible. The development of 
these figures of current assets and liabilities, as the results be- 
come available for succeeding quarters will, perhaps, be the 
most important contribution which this new field of research 
can make to the study of contemporary financial problems. 
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Business Notes _ n 


Steel Development and the Bill 


With the use of the guillotine on clauses 2, 3, and 4, the pro- 
ceedings of the Standing Committee on the Iron and Steel Bill 
have deteriorated further into farce. Neither side appears to 
expect serious results from the Committee’s discussions ; the 
guillotine makes it a matter of chance whether a given clause can 
be discussed at all ; and in these circumstances constructive debate 
is hardly to be expected. i 

An article in the current Statistical Bulletin of the British 
Iron and Steel Federation explains in more detail than before 
the ways in which the iron and steel development plan has been 
adjusted to meet the higher estimates of demand and the rising 
cost of plant. It gives some indication of the progress of the 
development plan and its expected results in the next few years. 

All this, however, is subject to an important reservation: the 
Iron and Steel Bill creates “ grave difficulties ” for development, 
although it is still too early to say what the effects will be. With 
the Bill hanging over them, the companies concerned may very 
well find it harder to raise fresh capital. Some of them, though 
they are not at present short of cash, will need to enter into big 
new capital commitments between now and vesting day if they 
are not to fall behind with development. The plans themselves, 
and the raising of new finance to meet them, may look very 
different as it becomes apparent that certain parts of companies 


EXPANSION OF IRON AND STEEL INDUSTRY IN UK 
{Actual and Anticipated Output by District) 
(000 Tons) 
Pig Iron and Ferro-Alloys | Steel Ingots and Castings 


District * = 
1946 1948* 1953-54" 1946 1948* 1953 54° 


south Wales 1,011 | 1,180 | 1,900 | 2,651 | 3,090 | 3,500 


North-East Coast..........s.-> 1,901 2,410 | 3,135 2,547 | 3,030 3,500 
SOMME Ss i oaks s cavad'sdahaste 602 | 765 1,400 1,765 | 2,240 2,470 
North-West Coast ...........0- 695 | 750 | 775 | 378 | 380 | 380 
SROUNIE. = «5:5. Casts ye0aG cavers os 91 | 95 135 | 1,874 | 2,160 | 2,130 
Leas, “Fine, @66. 05). ow scwesae's 263 | 330 800 1,007 j 1,160 1,630 
Se Oe RN ee ee {| 43 | 490 | 510 | 697 | 770 | — 870 
Lincolnshire. .... Sorecbccae | ee | ae Tb Ree 1 ane, | Ee TY ae 
DU a a 1,783 | 2,020 | 3,115 549 | 580 1,200 
WOU: s divans «0 dgueiewse | 7,761 9,290 | 13,500 12,695 | 14,850 | 17,500 

ms cecemegai oti - i dnpiadinniipugntean 

* Estimated. 


are to be hived off. Smail firms may obviously be inhibited 
from expanding their steel-making capacity if this makes them 
liable to nationalisation. Firms in the finishing branches of the 
industry may easily be deterred from putting capital into new 
plant by the prospect of competition from finishing branches of 
the Iron and Steel Corporation “on a quite indeterminable 
basis.” What are the liabilities of directors of existing companies 
for expenditures which the Corporation may eventually decide 
was not in its interest ? 

These questions are put in the form of doubts and specula- 
tions. But they will obviously become real as the firms scheduled 
for nationalisation are faced, as they must be one by one, with 
the necessity to make bold decisions and commit their firms to 
big capital expenditures for an unfathomable future. 


* * - 
Expansion and Its Costs 


As a previous statement of the Iron and Steel Federation 
indicated, the development plan in its revised form will give 
more attention to the expansion of capacity, and relatively less, 
therefore, to raising the efficiency of the industry, than was 
intended in 1946. The new steelmaking capacity to be built— 
6,000,000 tons—is for the most part unchanged. But instead of 
using two-thirds of this new capacity to replace old plant, only 
one-third will now replace old plant and the remaining 4,000,000 
tons of old capacity will be retained to secure extra output. By 
this means it is hoped to build up a steelmaking capacity of 
184 million tons a year by 1953-54, and this is thought necessary 
in order to give a “ production possibility ” of 17} million tons. 
A Government committee under Sir Edwin Plowden last year 
estimated home demand for steel at 18 million tons a year in 
1953 if full employment is maintained. If 500,000 tons of steel! 


are imported, the contribution from the British steel indus’ 
should be 175 million tons. 
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The rising cost of new plant (as the Bulletin explains) hy 
been such that in some branches of steel production 


capital expenditure for replacement alone would : 
no economy. Marginal plants, it implies, have become economic 
again. The cost of building new plant “has been advancing by 


about I2 per cent per annum over the last three years ” and jy 
now about 240 per cent of the cost in 1938. But, while the 
between the operating costs at new plant (if capital charges are ig. 
cluded) and existing operating costs at old plant has in general 
narrowed, it has not narrowed evenly. In heavy plates and sectional 
material it has closed more than in sheets, tinplate, or billets. The 
revised development plan reflects this fact, and the strip mills a 
Margam and Shotton are to be given a larger capacity than was 
originally planned. 

The development work completed in 1948 included a new or 
preparation plant at Corby, coke ovens at Consett, blast furnaces 
at Clyde Iron Works, Consett, and Margam, and a new melting 
shop at Appleby-Frodingham. The new ore plant at Dormap 
Long is virtually complete and will soon come into operation; 
the new melting shop and mills at the Round Oak works and 
the integrated works under construction for John Lysaght at 
Scunthorpe are also expected to be in operation this year. 


»* = * 
Dividend Limitation 


When the Chancellor of the Exchequer last week 
“ envisaged ” that the “ agreement ” for the limitation of dividends 
would be continued in the coming year, the business world was 
hardly surprised. Perhaps “agreement” is not quite the mof 
juste ; voluntary dividend limitation rests upon a recommendation’ 
from the Federation of British Industries and other bodies to 
their members, which was made in response to a request from 
the Chancellor. It was part of a policy of restraining all increases 
in all incomes—of little counter-inflationary consequence in itself, 
but regarded by the trade unions as an essential part of 4 
“ bargain” which the latter have kept none too well. 
Moderation in dividend payments remains an important object 
of policy. How is it to be secured, and on what terms? 
Obviously, industry as a whole is not in any position to indulge 
in a dividend spree, even if it was free to do so. Profits will be 
harder to earn in 1949; the inadequacy of depreciation allow- 
ances is fully realised ; the burden of income and profits tax on 
ploughed-back profits is heavy. Representations to the Chan- 
cellor on the two latter questions have recently been made, but 
until the Budget their fate will remain unknown. No official 
request seems as yet to have been made by Sir Stafford Cripps 
to the various industrial bodies for a prolongation of voluntary 
dividend limitation. The request may be accepted, when it is 
made, as a political necessity. But industry would surely be 
entitled to ask for what period a voluntary freezing of the pattern 
of dividends declared in 1947 is expected. If no increases are to 
be permitted, then the sooner statutory sanction is secured, the 
better, That would at least demonstrate that political action 
can be taken to prevent higher dividends whereas none can be 
taken against higher wages. But it would have little justification 
in the wider context of disinflationary policy as a whole. 


Banking and Finance 
New Look in Bank Accounts 


The 1948 balance sheets of the leading banks, being the first. 


to comply with the new requirements imposed by the recent 
Companies Act, will no doubt be scrutinised with more than 
usual care. The additional information brought to light is not, 
however, of any great moment—for the banks are exempt from 
the most searching of the new accounting provisions which apply 
to companies generally. The principal changes are the segregation 
of such portion of the reserves as can be identified as having 
accrued from share premiums, the separation of quoted from 
unquoted investments, the presentation of consolidated or group 
balance sheets and profit and loss accounts, and the disclosure 
of total emoluments of directors. 

Of the Big Five banks whose accounts are so far avail- 
—— except the eee Barclays and the National Pro- 
vincial are apparently not accepting automatically the principle 
that directors should retire at age 70; both these teativuaiind 
have given the appropriate notice that one or more of their 
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directors now aged 70 or more will seek re-election. The total 
emoluments paid to directors of the National Provincial, Lloyds 
and the Midland—which range from £58,725 to £83,304—show 
no very marked divergences, taking into account the different size 
of the banks. Barclays, however, shows a total of £182,314, a 
difference which reflects the bank’s system of deceniralised control 
through local head offices, the senior executives of which form an 
important part of the central board. Hence a much higher pro- 
portion of Barclays’ board comprises full-time executive officials 
receiving salaries the counterpart of which in other banks would 
be salaries paid to officials who are not also directors. 

As had long been foreseen, the presentation of consolidated 
balance sheets gives a very different view of the relative size of the 
Jeading institutions than that obtained from the traditional 
accounts. On the usual basis, the Midland still keeps a fair 
Jead ahead of Barclays, with deposits at end-1948 of £1,318 million 
compared with Barclays’ £1,263 million. But on consolidation 
of the accounts with subsidiaries—notably including Barclays 
(Dominion, Colonial and Overseas)—the Barclays group deposits 
are shown at no less than £1,740 million, whereas the Midland’s 
consolidated total is fully £200 million short of this, at 
{£1,521 million—a contrast which, of course, reflects the Midland’s 
policy of confining its business to the British Isles. The National 
Provincial’s group figure is £820 million, compared with £768 
million for the parent bank alone. Lloyds has not published a 
consolidated balance sheet ; it gives instead the separate accounts 
of each of its subsidiaries. 


* * * 


Rise in Advances Slackens 


Apart from these high-lights—if they can be so called—of 
the new accounting forms, the accounts of the parent banks reveal 
changes roughly in line with those indicated in the month by 
month statements. Of the six of the “ Big Seven” banks whose 
accounts have been issued, all show a further moderate rise in 
deposits. In four instances—thé exceptions are the Midland and 
the District—the year’s net gain in deposits is smaller than 
was shown in 1947. The experience of the banks has, however, 
been a little Jess uniform than it was in that year. As the 
accompanying table shows, the increase in the National Provin- 
cial’s deposits amounted to only 1.8 per cent, whereas the Midland 
gained 5.4 per cent and the two northern institutions each gained 
6.2 per cent, despite the quite sharp differences in the relative 


BaNnK Deposits AND ADVANCES 
Percentage Changes in 1948 Compared with 1947 


Bank _ Deposits Advances 

Change % Change % 
Barclaye's i355 2b 6 GNk UU $0 + 2-1 +18-0 
Lloyds: iwlnterseeds hla Midints + 4:8 +17-7 
Madlandl <6d.s sctbi<'s.cbddhe Waa — + 5-4 +15:-5 
National Provincial.......... min + 1-8 + 5-9 
Martin’ 63.55 35's sons bda aids sass + 6°3 + 7:8 
District. Ff F5. LAV A. Gi ‘ + 6-2 +18-4 
Williams Deacon’s........eee0¢ : +12.4 + 9:0 
Glen Milles ci .i2s Keo) sei “~ +17°4 — 89 
Comths «us sales SINC © 4D 04 ae + 4-9 + 3:5 





movements in their loans and advances. All the banks except Glyn 
Mills report substantial increases in advances, but in every case the 
gain is less than the record expansion experienced in 1947. The 
most marked contrasts with that year are shown by the National 
Provincial and by Martins ; the former’s figures rose by 19.8 per 
cent in 1947, but by only §.9 per cent in 1948—a difference 
which may, however, reflect the fortuitous effects of changes 
m tobacco financing, with which this bank is largely concerned. 
The percentage rise in Lloyds’ advances was only half what it 
was in 1947, but it then reached the extraordinary level of nearly 
35 per cent. 

Holdings of Government securities are generally lower, the most 
noticeable decline being that shown by the National Provincial 
(which does not, however, publish comparative figures for 1947). 
In some instances, the declines are more or less offset by 
Increases in other investments. Holdings of Treasury deposit 
receipts are generally substantially higher, while portfolios of 
Treasury bills are smaller, though less markedly so. The decline 
m Treasury bill portfolios is in some instances compensated by 
creases in other bills and in call money. 


_ Among the chairmen’s statements so far available (the Midland’s 
18 not this year issued with the accounts) notable pronouncements 
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are those by Lord Balfour of Burleigh and Sir William 
Goodenough. Lord Balfour, in a carefully reasoned survey of 
the salient economic trends of the year, develops an argument 
often emphasised in these columns—thar only by effective dis- 
inflation can an adequate redistribution of labour be achieved, 
and only by this means can normal monetary incentives be 
restored. He advocates reinforcement of the disinflationary 
policy by higher interest rates and by reductions in Government 
expenditure. Sir William Goodenough also lays strong emphasis 
on the need for Government economy, notably for the purpose 
of releasing resources for the replenishment of indusirial capital, 
the case for which he argues in some detail. 


* * * 


Discount Market Profits 


Owing principally to the vagaries of the incidence of 
taxation, the year-to-year changes in the published profits of 
the leading discount houses are perhaps an even less reliable 
guide to the underlying earnings experience than are those in the 
published figures of the clearing banks. This year, moreover, a 
comparison of discount market results with those of 1947 is 
complicated by the differing methods then adopted by individual 
houses to provide for the large book losses then shown on their 
investment portfolios. For these reasons, it would certainly be 
wrong to assume that the marked disparities in the movement 
of profits disclosed by the latest accounts of the “Big Three”™ 
companies reflect any corresponding contrast in their real achieve- 
ments during the year. As the accompanying table shows, while 
Alexander’s profits were a good dea] more than doubled, those of 
the Union Discount Company rose only moderately and the 
National’s actually declined slightly. It will be noted, however, 
that Alexander’s profit, even after this big increase, is Still below 
the leve] of 1946, whereas the National’s, despite its small fall, 
is still above that level. 

From general observation of market conditions and from the! 
chairmen’s statements published with the accounts, it is evident 
that 1948 was a satisfactory year for the discount houses. Thanks 
to the change in the trend of the gilt-edged market, the main 
difference, by contrast with 1947, is that the market has enjoyed 





Bic THREE Discount Houses 








At December 3lst Union National Alexanders Total 
=-aiiscia saad ate rene $$ $$$ $$$ 
£™Mn. |= & Mn. £ Mn. £ Mn. 
| 

152-2 102-1* 82-2 | 336-5* 
146-2 18-7 56-4 | 281-3 
164-8 107-2 52-0 324-0 

| 
56-6 15-6* 23-0* 95-29% 
: 64-5 52-1 50-8 167-4 
‘ 78-6 52-0 | 55-2 | 185-8 

| | 

| 
205-0 | 116-1 102-8 =| 423-9 
207-1 | 128°3 | 105-1 440-5 
240-9 | = 156-6 105-1 502-6 
| 
a2 | 3-4 4-0 15-6 
83 | 50 3-9 17-2 
- 5-1 4-0 17°5 
| . £000's | £000’s {£000's £000’s 
| 992-1 239-2 299-3 830-6 
| 287-1 | 261-8 | 72-4 621-3 
LSB, fp RD] MISS 731-9 
® Figures of National and Alexanders for 1946 exclude short-dated securities “fom invest 


ments and include them in bills. 
+ Includmg carry-forward. 








some appreciation of its investment portfolios instead of a sharp 
depreciation. Indeed, the chairman of the National Discount 
Company discloses that the change in market conditions has set 
free the provision for depreciation which this company made from 
contingency reserves in its 1947 accounts. Current earnings have, 
of course, equally benefited from the change, for although there 
have been few opportunities for jobbing profits, the market has 
avoided the heavy jobbing losses which were inescapable in 1947 
in the aftermath of the Daltonian boom. One consequence of the 
difficulties of 1947 was that the discount houses took every oppor- 
tunity to shorten the life of their bond portfolios, which in the 
past year have been represented very largely by the 2} per cent 
National War Bonds, 1949-51, and the 1} per cent Exchequer 
Bonds, 1950, the return from which has naturally been narrowing 
as their maturity dates approach. For these reasons, the running 
margin on bonds, though now a little wider than it was a few 
months ago, was certainly smaller on the average last year than 
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Profits from bills, however, have expanded, partly in conse- 
quence of the increased volume of commercial bills and partly 
because of the slightly higher rates at which these are now dis- 
counted. But, despite the huge volume of bills which is now 
turned over in Lombard Street—the increase compared with pre- 
war days is fully six-fold—the net earnings from these operations 
did not suffice to cover the discount houses’ administrative 
expenses. A notable feature of the balance sheets, the principal 
items of which are shown in the accompanying table, is that this 
year, for the first time, all three houses now draw a strict line 
between bill holdings and Government securities, whereas 
previously both Alexanders and the National. still adhered to the 
old tradition of grouping their shortest bond holdings with the bill 
portfolio. 

* * * 


Gold for Tourists 


Trade and payments discussions with Belgium and Switzer- 
land which began about ten days ago have been adjourned after 
a short preliminary exchange of views. Issues of obviously basic 
importance were raised and proved outside the immediate compe- 
tence and discretionary powers of the negotiators. These issues 
are to be considered at Ministerial level and the formal discus- 
sions will be resumed thereafter. The two negotiations conform 
to a common pattern governed by the fact that Britain has been 
losing gold to both countries. The immediate purpose of the 
British negotiators is to bring the payments into equilibrium and 
to do this so far as possible by inducing the two countries in 
question to take more British exports. There are ample quan- 
uties of the “less essential” types of goods which the two 
countries have in the past been importing from dollar sources and 
which could be imported from sterling sources of supply. If this 
expansionist solution of the problem cannot be realised, the less 
satisfactory course of further cutting British imports from the two 
countries will have to be followed. In that case every effort will 
be made by the British Government to cut non-essential imports, 
though any such endeavour will inevitably encounter opposition, 
especially from Belgium where the principle of “tied sales ” is 
still assiduously applied. 

Among the non-essential imports that would be considered in 
any drive for equilibrium would be the import of tourist services. 
The rule propounded by the British Treasury is “no gold for 
tourists,” and this outweighs the strong desire of the British autho- 
rities to encourage foreign travel. In the case of Belgium the rule 
has been interpreted with the utmost severity and no allowances 
are being made for British tourists to that country. Strong repre- 
sentations have been made on the Belgian side to waive the rule 
and allow British tourists to return and revivify a Belgian industry 
which has been languishing for the past year. It has been suggested 
to the Belgian Government that a scheme be worked out by them 
for restoring their country to the list of those that may be visited 
by British tourists ; if such a scheme should promise to involve 
no undue danger of a loss of gold, British consent to it will be 
gladly given. 

Tourist expenditure has also loomed large in the preliminary 
talks with Switzerland. The present travel arrangements by which 
the £35 allowance is still made to British tourists, subject to quota 
restrictions applied by the Swiss themselves, expire at the end of 
February. Gold has been lost to Switzerland over the past year, 
but the apparent breach of the Treasury rule has been explained 
by pretending that the gold has been sent to Switzerland not in 
respect of a British deficit with that country, but for account of 
other sterling area countries. There is no intention of maintaining 
that pretence after the present arrangements have run their course. 
Nor does the verbal understanding with Switzerland promising 
non-discrimination in the allocation of tourist grants hold good 
beyond the end of next month. Thereafter it will be possible for 
the British Government to make arrangements whereby the grants 
allowed to British tourists will vary in accordance with the state 
of Britain’s balance of payments with the countries concerned. 


* * * 


Devaluing the Peso 


There is solid substance behind the rumours of a pending 
and substantial devaluation of the Argentine peso. The managing 
director of the International Monetary Fund, Monsieur Gutt, 
who has been visiting Latin-American countries, recently allowed 
it to be known that a number of them might devalue their cur- 
rencies in the near future. Subsequent reports from Buenos Aires 
suggest that Argentina, which, in this matter, is not hampered 
by any restrictions resulting from membership of the IMF, may 
lead the way. The question is under consideration, though it still 
has to be submitted to the National Economic Council in Argen- 
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tina. Well-informed reports suggest that Argentina will 
the recent Spanish precedent of widening very considerably gh. 
margin within which differential exchange rates are quoted. Ther 
is to be a reclassification of imports and it is suggested that fg 
luxury articles the new exchange rate will be 17 pesos to 
dollar, while the general import rate will be 9 pesos to the dollar 
The latter figure approximates to the recent black market rate, ang 
compares with the official rate of 4} pesos to the dollar. The 
effect of this will be to double or treble, according to the ca 

of the import, the costs of imported merchandise in Argenting 
Export rates will presumably be adjusted to a comparable 

This fact may open the door to a compromise in the renegotiation 
of the meat contract with Britain. 


* * * 


Announcement on German Debts 


As the technique of enemy property administration tends 
become more detailed and elaborate, its purposes tend to grow 
more obscure. This seems the only way of accounting for the 
curious announcement made for the Government by Lon 
Pakenham in the House of Lords on Tuesday about the procedure 
to be followed by creditors in Britain to whom debts were owed 
by German residents or nationals. Most of these debts have 
already been registered with the Administration of Enemy 
Property Department, but as new registrations are flowing ig 
fairly steadily it is to be assumed that a good many have not 
Some of the creditors who have registered their debts have indi 
cated that the debtor has assets in Britain which might be used to 
satisfy the debt; but again, a good many have not. Since the 
Government has not yet decided whether it will permit debts 
to be paid from assets held in Britain by the same debtor, there 
has been no specific reason why creditors should volunteer 
suggestions about the debtor’s assets. 


The terms of the Final Act of the Paris Conference on Repara 
tion permit debts to be discharged, at least where. assets of the 
same owner are available and possibly in other circumstances 
too, before enemy assets are declared for the reparations pool, 
As Lord Woolton pointed out on Tuesday, some governments 
(including the United States) have availed themselves of this 
facility. Whether the British Government will do so is still 
uncertain ; it is difficult to suggest any reason why it should not. 
But a later decision of the Inter-Allied Reparations Agency 
appears to require that the debts should be registered for this 
purpose by Monday, January 24th. Lord Pakenham therefore 
gave in effect less than a week’s notice that creditors who believed 
that their German debtors held assets in Britain at the outbreak 
of war should notify the Administration of Enemy Property 
Department before Monday. He admitted that the notice was 
short, and said that the Government “ would consider what treat- 
ment should be given” to notifications which arrived late. A 
Treasury announcement on the same day declared, however, that 
claims received on or after January 24th “may be subject to 
different treatment from those received before.” 


Important creditors such as the banks have, no doubt, 
registered their claims long ago. But on the other creditors who 
have not done so it seems impossible to fix any blame ; and the 
notice is therefore not only short, but inexcusably so since the 
Government itself has failed to take the policy decision on which 
the whole matter will depend. To judge from appearances the 
Government had not intended to allow these debts to be satisfied 
in this way, and is now in course of changing its mind. 


* * * 


Stock Exchange and the Banks 


The truce between the clearing banks and the Stock Exchange 
has regrettably not led to agreement about sharing commissions. 
This is clearly revealed in the exchange of letters between 
the chairmen of the committees of the London Clearing 
Banks and the Stock Exchange. After detailed examination by 
the clearing banks, the proposal which brought about the com- 
promise between the banks and the Stock Exchange at the meeting 
last November with the Governor of the Bank of England has 
been found unworkable. This proposal allowed for a rebate on 


Stock Exchange commissions arising from business emanating from 
trustee departments and trustee companies of the banks where 
the banks are unable to make a charge to the trusts for the work 
involved. 

No suggestion is made in the correspondence that the banks 
now intend to proceed with their contemplated increases in 
charges to members of thre Stock Exchange. But the general impres- 


is 


ee Te 








tends to 
to grow 
- for the 
ry Lod 
rocedure 
“re Owed 
bts have 
wing in 
ave not 
ive indi. 
- used to 
ince the 
it debts 
or, there 
olunteer 


Repara- 
Ss Of the 
nstances 
ns pool, 
rnments 
of this 
is still 
uld not, 
Agency 
for this 
herefore 
believed 
yutbreak 
-roperty 
ice was 
at treat- 
ate. A 
er, that 
ect to 


doubt, 
rs who 
ind the 
nce the 
: which 
ces the 
atisfied 


‘change 
issions. 
yetween 
‘learing 
jon by 
e com- 
necting 
nd has 
ate on 
ig from 
where 
e work 


banks 
ses in 
npres- 





a 








JHE ECONOMIST, January 22, 1949 


BARCLAYS BANK 


LIMITED. 


SIR WILLIAM MACNAMARA GOODENOUGH, Bart., Chairman. 
WALTER OSBORNE STEVENSON a 
ANTHONY WILLIAM TUKE } Deputy Chairmen. 


CUTHBERT VITZHERBERT, Vice-Chairman. 
General Managers: F.C, Exrrervoy, G. F, Lewis, R. G. Tuornron, 
General Manager (Staff): J. D. Cowen. 





Statement of Accounts. 
31st December, 1948. 


LIABILITIES. 


é 
Current, Deposit and other Accounts oF os ae ... 1,274,660,009 
Acceptances, Guarantees, Iindemnities, etc., for account of 


Customers ote ave eee ee eee ove aoe . 47,781,155 
Paid-up Capital ... os pe oe +e kes ave eo =: 15,858,217 
Reserve Fund ... “en ais oe a oan pia oe —« 3,000, 

ASSETS. 

 eeneneeeenennl 
Cash in Hand and with the Bank of England . 106,126,030 
Balances with other British Banks and Cheques in course of 

Collection ‘as san a «+ 52,965,280 
Money at Call and Short Notice ioe ana cine oid ... 78,742,850 
Bills Discounted ‘ me ra saa iat eo we. 167,060,403 
Treasury Deposit Receipts me ase <a6 seo op «»» 302,000,000 
Investments . 291,816,845 
Advances to Customers and other Accounts. 286,419,375 


Investments in Subsidiaries, at cost, less amounts written ‘off : coe 
The British Linen Bank—£1,242,295 5s. Od. Stock... 3,726,886 
Other Subsidiaries (including fully paid Stock and 500, 000 '* B® 

Shares of £5 each, £1 per Share paid up, in Barclays Bank 

(Dominion, Colonial and Overseas) and 1,000,000 Shares 

of £1 each, Ss. per Share paid up, in anes Bank 

(France) Limited)... 5,554,669 
Other Trade Investments, at cost, less ‘amounts written off 

(including 2,638 Shares of £1 000 each, £400 per Share 

paid up, in Industrial and Commercial Finance pte 


tion Limited) 1,325,268 
Bank Premises and Adjoining Properties (at cost, less amounts 
written off and reserves)... 7,780,620 
Liability of ene for Acceptances, Guarantees, Indemnities, 
O00: YG doe 3 ‘ bide a. «©6470, 7S 





Head Office: 54, LOMBARD STREET, LONDON, £.C.3. 





Williams Deacon’s 


Bank Ltd. 


(Member of the London Bankers’ Clearing House) 


GOVERNING OFFICE: 
MOSLEY STREET . .. . MANCHESTER 


PRINCIPAL LONDON OFFICES: 
20, BIRCHIN LANE, E.C.3. 9, PALL MALL, S.W.1 


Over 200 Branches throughout London, Lancashire, Yorkshire, 
Cheshire, Derbyshire, Staffordshire and North Wales. 


CARITAS, SOME clk | setishicer, sil . £ 85125,000 
CAPITAL PAID UP usc wees 1,875,000 
RESERVE FUND ie ue 1,875,000 
CURRENT & DEPOSIT ACCOUNTS 119,886,004 
CASH IN HAND and at BANK OF ENGLAND 10,314,599 
BALANCES WITH, and CHEQUES IN 

COURSE OF COLLECTION ON, OTHER 


BANKS in GREAT BRITAIN & IRELAND 9,639,965 
MONEY AT CALL & SHORT NOTICE 10,918,213 
BILLS DISCOUNTED . 6,272,579 
TREASURY DEPOSIT RECEIPTS 25,500,000 
INVESTMENTS ... evs ons oes eee 353 72,703 
ADVANCES ve we bes one oe =: 20,854,315 


31st December, 1948. 


Associated Banks : 
Tue RoyaL Bank OF SCOTLAND 


<< 





Gtiyn, Mints & Co. 


HEAD OFFICE: 
PRINCIPAL LONDON OFFICE: 
PRINCIPAL LIVERPOOL OFFICE: 
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ESTD. 1829 





DISTRICT BANK 


LIMITED 
Subscribed Capital - - - = «= £& 10,560,428 
Paid-up Capital - - - - = = £& 2,976,428 
Reserves - - - ” . - - £ 3,200,000 
Deposits oe eat et oe SSS 
Total Assets - - - - - - £238,905,748 


31st DECEMBER, 1948 





EVERY BANKING FACILITY 





75, CORNHILL, E.C.3 


|GLYN, MILLS & CO. 


BANKERS 
ARMY and ROYAL AIR FORCE AGENTS 


Established 1753 


ABRIDGED STATEMENT OF ASSETS AND 
LIABILITIES. 3lst DECEMBER, 1948. 


wee é 
eve “ 1,660,006 


sod 1,660,060 
Current, Deposit and other Accounts ... . si ove 75,201,197 
Liability for Acceptances, Engagements, ete. Sal Ss 6,896,255 


£84,219,452 


ASSETS 
Cash in hand and balance at Bank of England 
Balances with, and Cheques in course of collection on, 
other Banks in the British Isles oe ~ 4,317,187 

Money at Call and Short Notice i. eke nase ... 15,701,060 
Bills Discounted it : eee ds pe See 2,553,272 
Treasury Deposit Receipts. sae ‘wa ae oud .-» 10,000,009 
Investments ~— 

British Government serrie 

Other Securities 


£6,074,326 


Advances to Customers and other Accounts... aaa we —«sWS 946,561 
Bank Premises :— 
Eresbet®s ~-- 
Leaseho 
695,600 
Liabilities of Customers for Acceptances, Engagements, etc. 6,898,255 


£84,219,452 


HEAD OFFICE : 67, Lombard Street, London, E.C.3. 

CHILD'S BRANCH : I, Fleet Street, London, E.C.4. 

HOLT’S BRANCH: Kirkland House, Whitehall, S.W.1. 
Associated Bonks » Royal Bank of Scotiand : Williams Deacon's Bank Led. 
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sion in the City is that the onus of breaking the new deadlock 
rests with the Stock Exchange. The implementation of the new 
agency rules was postponed for three months from November 25th. 
The resolution to postpone the operation of the new rules is due 
to be considered afresh, presumably at an adjourned meeting in a 
month’s time. It would be unfortunate if alternative proposals 
have not emerged before that date. 


* * * 


Commonwealth Mining Epilogue 


The Senior Official Receiver has now issued a report on the 
seven companies of the Commonwealth Mining Group which 
excited attention some ten years ago when the London Stock 
Exchange suspended dealings in their shares. The seven com- 
panies ate Anglo Australian Gold Development, Beryl Gold 
Corporation, Commonwealth Mining and Finance, Great Boulder 
Mining and Finance, Meekatharra Gold Mines, Murchison Gold 
Development and North Kalgurli United Gold Development; they 
have all been in voluntary liquidation since September, 1941. 
Shareholders will not be surprised to learn that “there is no 
prospect of any returns of capital being made to contributories 
to the Murchison and North Kalgurli companies” and “if any 
returns are eventually made to the contributories of the other 
five companies it is certain that such returns will be very small.” 

As a matter of history, the report records that nothing came 
of the proposals for the reorganisation of the group in September, 
1941—nor could anything have come of them since they were 
legally invalid. Little has transpired meanwhile to improve the 
position of the shareholders. Certain monies had been collected 
by the receiver from Mr de Bernales and Sir William Campion 
which had been held in trust pending the implementation of the 
proposals of 1941. It remained for the receiver to pursue the 
realisation of the assets, but after the war they were worth littl— 
given the prevailing condition of the Western Australian gold 
mining industry. There was some hope of forming a single com- 
pany to work the properties, but since financial assistance from 
the Commonwealth and State authorities was not forthcoming, 
the project was dropped in the latter half of 1948 and the realisa- 
tion of the assets was begun. 

That is the present position. It is expected that it will take 
about a year to sell the assets. Four mines of the group were 
worked up to 1947, but only one has made a profit since 1941. All 
have now been closed. The protracted story of the de Bernales 
Group may suitably close for British investors with the following 
epinion of the receiver: “ With my legal advisers I considered 
carefully the question as to whether misfeasance proceedings 
could and should be taken against the former officers of the 
companies. There seemed to be littl doubt that if such pro- 
ceedings were taken they would be successful.” 


Industry and Trade 


A Year’s Progress in Trade 


The export effort deserves praise. Apart from the two 
holiday months, the value of exports has shown a continual 
increase through the year. The table below measures the rising 
trend, after the figures are standardised on a normal working 
month of 26 working days:— 


British Exports 
(on basis of 26 working days a month) 


January IIs May 135 September 131 
February 122} June 139} October 140 
March 126 July 140 November 147 
April 126} August 1354 December 151} 


The volume of exports virtually reached the end-year target of 
§0 per cent above the 1938 level—in December it was 148 per 
cent of 1938 compared with the revised figure of 149 per cent 
for November, and December had one working day less. 

The total value of exports in 1948 amounted to £1,583 million 
and was the highest yet recorded. Imports for the year at £2,080 
million also reached a peacetime record, though the main rise 
occurred in the first half of the year. The excess of imports 
over exports amounted to £251 million in the first six months, 
declining to £181 million in the second half, making a total for 
the year of £432 million. This figure was £165 million less than 
in 1947 and only £44 million more than in 1938. In these 
calculations, of course, imports have been taken c.i.f. and exports 
f.o.b., so that the net surplus of imports is even smaller. 






THE ECONOMIST, January 22, iggy 


Machinery was the chief export in 1948, with a total yah 
of £254 million, followed closely by the vehicle group with 
million. The next most important categories were cotton 
(£131 million), iron and steel (£106 million) and wool 00d 


oe em 
Brirarn’s OVERSEAS TRADE 





(£000) 
— = aa cad s ot Oe oT yea th ee —— 
| British « 7 Total E 
Year } Imports | Lxports Re-exports | Exports noun 
— a ¥ ” —" ee ™ it i 
Rn rasah-oee esas i 919,509 470,755 61,525 | 552,280 387,229 
ta ckeienan bakes 1,794,540 1,138,256 59,859 1,198,075 596,465 
re 2,079,538 1,583,329 64,555 1,547,364 | 431,67 
a mee =< an desi 
Ist quarter...... 487,468 353,431 15,371 | 368,802 | 118,666 
mS lb | 538,274 390,106 15,871 | 405,972 | 132,397 
i eae 524,631 | 406,583 15,856 422,459 102,19 
On + 450,046 78,519 


529,165 | 455,209 17,457 


(£95 million). One of the striking features of the year has been 
the remarkable expansion in the export of textiles, particularly 
in the latter six menths. 


* * * 


Achievement in Exports 


The export of machinery rose very rapidly during the first 
two quarters of the year and continued to increase during the 
following six months, The total, by weight, for the year reached 
885,000 tons, or 25 per cent more than in 1947 and nearly twice 
the 1938 total. The chief items in order of importance wer 
textile machinery, electrical machinery and agricultural tractors; 
these three together accounted for a third by value of the exports 
of machinery. The Indian subcontinent remained by far the 
largest market, with South Africa second and Australia third, 

The number of motor vehicles exported last year was §0 pet 
cent more than in 1947, but the expansion has been halted 
since the middle of the year. The trend towards bigger cats 
which had been noticeable in 1947 continued; exports of 
the larger cars rose from 18 per cent of the total in the first 
quarter to 23 per cent in the fourth, while exports of small cas 
fell from 13 per cent of the total to 2 per cent during the year, 
Car exports to North America expanded notably. In the fourth 
quarter the United States was the second largest market, 
taking 8,649 cars compared with 3,699 in the first three months 
of the year. The export of cars to Canada rose from 734 if 
the first quarter to §,319 in the last. Australia remained Britain’s 
main market. But among the six chief destinations were the 
United States, South Africa, Belgium and Canada. The expott 
of commercial vehicles, motor cycles and bicycles showed welcome 
increases on the year, but the shipment of rolling stock wa 
smaller than in 1947. 

The total value of textiles exported in 1948 was £325 million 
compared with £225 million in 1947. Cotton goods accounted for 
£131 million and wool goods for £95 million. Exports of cottoa 
manufactures are still, however, below their prewar level ia 
quantity. British West Africa was Britain’s chief market, Aus 
tralia the second. Exports of woollen and worsted tissues showed 
considerable increases on 1947 and were appreciably above theit 
1938 level. The shipment of tops was not only 80 per cent larget 
than before the war, but the highest figure yet recorded. In each 
case Canada took over a quarter of the total exports. Yara 
exports continued to expand during the year, but were only 
60 per cent of their 1938 quantity. Shipments of rayon yarn and 
piece-goods also reached record figures. WA 

There have been other notable achievements, but these three 


groups—machinery, vehicles and textiles—are the crucial groups 
in the export drive. 
* » . 


Shipbuilding in 1948 


Llioyd’s Register shipbuilding returns for the quarter ended 
December 31, 1948, show that the decline from the June peak, 
first noticeable in the previous quarter, has continued. The cut- 
rent figure of merchant ships under construction is 128,973 tons 
less than six months ago, and 48,252 tons less than a year 18% 
Tonnage under construction abroad, however, has risen from 
1,808,996 tons gross at the end of 1947 to 2,026,086 tons, aa 
increase of 217,090 over the year. The greatest changes have 
taken place in the tonnage under construction in France and im 
the United States. The French figure, thanks to the restoration 
of war damage in the shipyards, has advanced from 295,389 tons 
to 414,289 tons gross, Io per cent of the world total and second 
only to Great Britain, Tonnage under construction in the USA, 
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mainly because of a large tanker building programme, has risen 
from 135,852 tons to 406,848 tons gross in the a twelve months, 
bringing the United States into third place with 9.83 per cent 
of the world total. A year ago there was only one tanker, of 
9,000 tons gross, under construction in the United States. Today 
there are 22, totalling 368,190 tons. The total tanker tonnage 
under construction in the world has risen from 742,084 tons to 
1,387,654 tons gross in the same period, the British increase being 
from 447,945 tons to 660,728 tons gross. 

The four quarterly totals of ships completed, as recorded by 
Lloyd’s Register during 1948, add up to 1,212,698 tons gross, as 
shown in the following table : — 


(VEssELs OF 100 Tons Gross AND Over) 



































Begun. | Launched. | Completed. | Total under | per cent 
Quarter ended. ——= - a | construction at ecobie 
Tons gross. | Tons gross, | Tons gross. end of period. : 
~ 1948. , | | } 
March 31 .....005. 213,451 | 181,168 | 233,639 2,138,035 | 32°6 
June 30... esses | 375,000 | 301,730 | 274,323 | 2,243,703 | 31-7 
September 30 ..... | 238,206 | 271,679 271,621 2,208,999 {| 315 
December 31 ...... | 353,317 417,084 433,115 2,114,730 35°4 
ERIN | aeenanstepeeneenneneennegueniciens dietisannsttipidiansnenen-anesesieeitfcstentiiatinnescutodninsesemeesiteategeinasi — 
Total, 148 ....... | 1,179,974 | 1,171,661 | 1,212,698 | — | 
Total, 1947 ....... | 1,186,888 1,202,024 948,000* | 2,173,361 } 30°9 


i 


* According to the Monthly Digest of Statistics. 
The increase in the tonnage of ships completed in British yards, 
compared with 1947, is less impressive than at first appears, if 
account is taken of the fact that an unusual number of large 
passenger liners which were launched in 1947 were not completed 
until 1948. During December alone, for example, three passenger 
liners of 28,000 tons gross and over were completed, and the 
Shipping World lists nine such vessels, totalling 173,710 tons 
gross, completed during the year for British owners only. Little 
or no steel was needed for the work carried out on these vessels 
diring the year, so that the tightness of the steel position is 
more accurately reflected in the launching figures, which show 
a slight reduction from those of the previous year. Large numbers 
of personnel in the industry have been employed in the past 
year on the postwar reconversion of passenger and cargo ships, 
some 400,000 tons gross of passenger liners alone having been 
returned to service. This programme has now been practically 
completed, and despite the orders in hand there is some danger 
of unemployment unless supplies of steel to the shipyards can 
be increased. There are still over 4,000,000 tons gross of work 
on the order books, of which over 2,000,000 tons gross are for 
tankers. Of the tankers, more than half are for export. 


* * * 


Trade Agreement with Poland 


Four months’ negotiations with Poland were concluded last 
week when Britain signed a five-year Trade and Finance Agree- 
ment in Warsaw. A subsidiary agreement was also signed for the 
release of Polish property in the United Kingdom and of British 
property in Poland. The trade agreement is equivalent to a 
long-term contract, by which the annual supplies are guaranteed 
but prices are fixed from year to year. It represents a determined 
effort on the part of the British Government to_ find 
new sterling sources of supply for foodstuffs. This year Britain 
is t0 get 20,000 tons of bacon increasing to 60,000 tons in 1953. 
The quantity of eggs shipped from Poland will also increase three- 
fold during the period, from 435,000 boxes to 1,200,000 boxes, 
making a total quantity for the five years of over 4,000,000 boxes. 
Frozen eggs this year will amount to 3,500 tons increasing to 
8,c00 tons by 1953, while poultry and game imports will total 
6,300 tons in 1949 and 10,100 tons by the end of the agreement. 
Other food items include a small quantity of cheese, frozen salmon 
and vodka, but no lard or butter. 

Polish exports of timber have been fixed only for 1949. The 
quantities are not very large: 70,000 standards of softwood, 
$0,000 pieces of sleepers, 30,000 piled cubic fathoms of pitprops, 
10,000 cubic metres of hardwood and 300 cubic metres each of 
Oak staves and plywood. There is, however, one condition, For 
every 10,000 standards of timber Britain must take £75,000 worth 
of furniture and wood manufactures, including, it appears, theatre 
seats. In all, these quantities represent well under 10 per cent 
of Britain’s current annual imports of timber. 

This agreement will mean a re-orientation of Polish agriculture 
towards the British market. ‘The quantity of bacon ana eggs 
in 1949 will go some way to offset the reduction in Canadian 
supplies ihis year, and by 1953 Polish exports to this country 
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Abridged Particulars. ‘ 


MELIAS & PRITCHARD 
LIMITED 


(Incorporated under the Companies. (Consolidation) Act, 1908.) 


SHARE CAPITAL 

Issued or to be 
Authorised : issued, fully paid : 

£250,000 in 5} per cent. Cumulative First Preference 
hares of £1 each cue £250,000 
£100,000 in 7 per cent. Cumulative Participating 
Second Preference Shares of £1 each......... £100,000 
£400,000 in 2,000,000 Ordinary Shares of 4/- each... £180,852 


£530,852 


There are no Debentures, Mortgages or Loan Capital outstanding. 


ELECTRIC AND GENERAL INDUSTRIAL 
TRUSTS LIMITED : 
OFFER FOR SALE 
239,825 54 per cent. Cumulative First 
Preference Shares of £1 each at 23/- 
per Share 


AND 


526,052 Ordinary Shares of 4/- each at 
17/- per Share 


PAYABLE IN FULL ON APPLICATION. 
The Lists will open and close on Thursday, the 27th Jan., 1949. 


The Offer for Sale will show inter alia that :— 


HISTORY AND BUSINESS. — The Company which was 
established in 1909 carries on through its Subsidfiry Companies, 
Melias Stores Ltd., British Traders (Grocers) Ltd., T. Pritchard 
Ltd., and its associated Companies, and British Meat Packing 
Co. Ltd., the business of wholesale and retail provision merchants, 
butchers, greengrocers, bakers, licensed victuallers, caterers and 
canned food manufacturers. It controls, in addition to a Bakery 
and a Canning Factory, over 400 retail Shops throughout the 
North and West of England, the Midlands, Wales and Central 
and Suburban London. 

PROFITS.—The combined adjusted profits for the year to 
26th June, 1948, after allowing depreciation and _ Directors’ 
remuneration now in force, would have amounted to £236,746, 
which, after deducting profits tax, is sufficient to cover the First 
Preference Dividend over 15 times. After allowing for Fixed and 
Participating Preference Dividends and profits tax, there remains 
a balance of £161,768, which is equivalent to an earnings yield of 
over 21% on the price at which the Ordinary Shares are now offered. 

ASSETS.—The total net assets of the Group amount to 
£771,006, which is sufficient to cover the nominal amount of the 
First Preference capital over three times. 

DIVIDEND.—The Directors intend to recommend a 
Dividend at the rate of 35% on the Ordinary Share capital in 
respect of the year ending 30th June, 1949, which is equivalent 
to a yield of 8.23%. 


Full copies of the Offer for Sale on the terms of which alone 
application will be considered and forms of application are 
available from :— 

BANKERS: 


NATIONAL PROVINCIAL BANK LIMITED, 15, Bishopsgate, 
London, E.C.2, or Branches ; 


MIDLAND BANK LIMITED, Poultry, London, E.C.2, or Branches. 


BROKERS : 


Davip A. Bevan & Co., South Sea House 37, Threadneedle Street, 
London, E.C.2, and Stock Exchange, London; 


W. A. ArNotp & Sons, Haworth’s Buildings, 5, Cross Street, 
Manchester, 2, and Stock Exchange, Manchester; 


and from 
ELECTRIC AND GENERAL INDUSTRIAL 
TRUSTS LIMITED 
8, Cleveland Row, St. James’s, London, S.W.1. 
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Should nearly equal two-thirds of Canada’s exports in 1948. 
Further, the foodstuffs will be bought against sterling raw 
materials and capital goods. Export guarantees are to be given 
for the purchase of wool on short-term credits and for certain 
of the other sterling exports. In all, some £10 million of wool 
will be bought each year; 3,000 tons of rubber rising to 5,000 
tons ; 20,000 tons of crude oil; and semi-manufactured copper 
goods, tyres, dyestuffs, sisal, tin, cocoa, copra and oilseeds. 
It is estimated that by 1953 the exchange of goods between the 
two countries will amount to £130 million each way. 


* * * 


Canadian Wheat 


Last week-end it was hinted in Ottawa that the Anglo- 
Canadian discussions on the price of wheat for 1949-50 had been 
concluded. At the time of going to press no announcement 
had been received. Apparently a further difficulty has been 
encountered. Mr Gardiner, the Canadian Minister of Agriculture, 
said that the price would not be less than $2.00 a bushel—the 
current price—and it is unlikely to be above that level. Both 
Britain and Canada will be represented at next week’s conference 
in Washington to revive the international wheat agreement. The 
maximum price is then likely to be fixed at $2.00 a bushel. 
Moreover, Canadian wheat is treated as an offshore purchase 
under ERP, and Britain cannot pay more to Canada than the 
American domestic price ; next season’s price will probably be 
below $2.20 a bushel rather than above. 

But this does not dispose of the major problem confronting 
Britain and Canada—the question of additional payment for wheat 
during the first two seasons of the contract. But if Britain has 
to pay dollars on this count, they will have to be saved from 
other purchases from Canada. The first proposal was that Britain 
should pay a lump sum to Canada—as it did to Argentina for 
meat last year. Then Canada offered to waive this compensation 
if a further contract was signed for another four years. But if 
there is going to be an international wheat agreement, there is 
clearly no room for a separate Canadian contract—more particu- 
larly because the Canadian contract stipulates a fixed price for 
the season instead of a price range. 


* * * 


Weavers’ Wages Demand 


The movement for a general wage increase in the cotton 
weaving industry has now been formally adopted by the Northern 
Counties Textile Trades Federation, which has asked the manu- 
facturers’ association for a meeting at which the claim will be 
made. The unions are asking for a flat rate increase of 10s. a 
week for the fully competent adult operative. They last obtained 
a general increase (7s. 6d. a week) a year ago. Rather more than 
140,000 operatives, mostly in cotton weaving, are concerned. It 
is not easy to imagine a claim that could be worse timed in 
relation to the circumstances of its particular industry, or one 
that raised more clearly the issue of relating wage increases 
to improvements in productivity. 

The technical groundwork for a general improvement of earn- 
ings through higher productivity exists already for the cotton 
weaving industry. It was set out clearly and urgently last March 
in the Moelwyn Hughes report, which outlined a new and 
rational system of payment and presented irresistible reasons why 
the system should be adopted without delay. In the background 
of the Moelwyn Hughes proposals stands a whole series of 
mechanical and technical improvements—new looms, improve- 
ments to old looms, better packages, rewinding machinery, re- 
deployment—which are being introduced piecemeal, but which 
need to be supported by the revised wage structure before they 
can go ahead at adequate speed and show their full effect. Only 
when the new wage structure is accepted can the technical 
development of the weaving industry go forward unretarded. 

What has happened to the Moelwyn Hughes recommendations 
since they were published in March ? Extensive trials have been 
carried out in about 40 mills, where the performance of operatives 
working on the old wages list has been measured on the new 
principles which are proposed. An interim report on the results 
of the trials was submitted to the Cotton Manufacturing Com- 
mission last week, but the interim report does not say a great 
deal. The final report, which is being prepared by the joint 
committee of manufacturers and trade union representatives, 
should be ready by the end of February. It may go some way 


_ towards explaining how the new system of payment can be 


worked in the mill, and what degree and kind of redeployment 
will be required to make it effective. No doubt these are useful 
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contributions to knowledge. But the decisive questions 
remain to be answered. What effect will be Moelwyn Hughy 
recommendations have on productivity if they are applied ? His 
will they alter the general level of weavers’ earnings? Ap 
the employers, and are the workers, prepared to accept the 
change ? 

The unions have not taken up a hostile attitude towards the 
Moelwyn Hughes recommendations, but their attitude is cautious 
and reserved—more cautious and more reserved, if anything, thay 
that of the employers. Both sides show a tendency to aypid 
trouble above all else. This means avoiding innovation, ang 
tends to make the industry too vulnerable to rising costs and too 
impervious to attempts to increase its efficiency. The result, in 
this case, is a movement for a flat-rate increase, which is damagi 
while the movement for a new system of payment, which would 
serve a vital constructive purpose, lags. Already there are indica. 
tions that the spinning side of the industry will not be slow ig 
seeking a flat-rate increase after the weavers’ example—although 


the new wage list for mule spinners comes into force only next 
month. 


* * x 


Shell Capital Requirements 


The meeting of “ Shell” Transport and Trading shareholders 
this week to approve the resolution to increase the capital of the 
company by 10,000,000 {1 ordinary shares to £63,000,000 pro 
vided an opportunity for Sir Frederick Godber to make a general 
review of the affairs of the Royal Dutch-Shell Group. Of the 
£105,000,000 new capital required by Royal Dutch-Shell for its 
capital programme by the end of 1949, some 60 per cent has 
already been issued. This includes the $250 million loan made 
in New York in 1948 to finance schemes for expansion in the 
Western Hemisphere. No indication of any impending new issue 
was given at the meeting. Some §,100,000 of the new Shell 
shares are needed to acquire the minority holdings in Venezuelan 
Oil Concessions. The remaining shares will be held in reserve, 
Royal Dutch and “ Shell” Transport and Trading will contribute 
the required shares for the VOC deal in the usual proportion 
of 60 per cent Royal Dutch and 4o per cent Shell. Royal Dutch 
will subscribe at the market price for sufficient Shell shares to 
make up its quota. 

Sir Frederick hinted that a consolidated balance sheet might 
not be presented for 1948, although he indicated that the board 
had been studying the possibiliry. But shareholders and the 
market would be even more interested in a consolidated profit 
and loss account. Without giving any figures, Sir Frederick 
suggested that the increase in group profits in 1948 would be 
impressive, but he held out no definite hopes for an increase 
in dividend, since the board had to take into consideration not 
only voluntary dividend limitation, but also its extensive capital 
requirements. In 1948 alone some £10 million had been spent 
from revenue on exploration and research, 


Shorter Notes 


Sir Ellis Hunter, chairman and managing director of Dorman, 
Long, has been re-elected president of the British Iron and Steel 
Federation for the forthcoming year, 


* 


The growing practice of certain City finance houses, to whom 
issuing house business per se is only one of several complementary 
activities, in accepting new issue business at cut rates is criticised 
by the chairman of Charterhouse Investment Trust, Mr H. N, 
Hume, in his annual review accompanying the accounts. This 
practice is having a detrimental effect on the issuing houses propef. 
He is also critical of the impediments represented by delays im 
correspondence with the Capital Issues Committee, the com- 
plications of the Companies Act 1948 and the shortage of staffs. 


* 


The table showing new life insurance business in last week’s 
issue confused the figures of the Royal Insurance Company and 
the Royal London Mutual Insurance Society. The former 
increased its new business last year from £8,009,000 to £8,100,000} 
the Royal London Mutual figures were £9,009,000 in 1947 and 
£8,400,000 in 1948. The revised total figures for the 36 offices 
are therefore £371.3 million in 1947 and £371.0 million in 1948. 
The total figures for 54 offices given in a footnote to the table 


should be revised to £467.3 million in 1947 and £470.0 million 
in 1948. 


ee aes 


CON 
— 


C 
+ 
C 
t 
I 
I 
s 
} 
i 
\ 








cholders 
il of the 
00 pro- 
| general 

Of the 
| for its 
ent has 
in made 
1 in the 
“Ww issue 
w Shell 
rezuelan 
reserve, 
ntribute 
»portion 
| Dutch 
Lares to 


t might 
e board 
ind the 
i profit 
‘ederick 
yuld be 
increase 
ion not 
capital 
n spent 


jorman, 


whom 
rentary 
iticised 
H. N, 
This 
proper, 
lays in 
: come 
taffs. 


week’s 
ry and 
former 
90,0005 
17 and 
offices 
| 1948. 
- table 
nillion 





THE ECONOMIST, January 22, 1949 
COMPANY MEETINGS 
TI 


LLOYDS BANK LIMITED 


DEFINITE BUT INSUFFICIENT NATIONAL PROGRESS 


ESSENTIALS FOR FUTURE RECOVERY 


IMPORTANCE OF MONETARY EQUILIBRIUM 


LORD BALFOUR OF BURLEIGH ON THE COUNTRY’S PROBLEMS 


The annual meeting of Lleyds Bank 
Limited will be held on the 1]th proximo at 
the head office, 71, Lombard Street, London, 
E.C. 

The following is the statement circulated by 
the chairman, the Right Hon. Lord Balfour 
of Burleigh, D.L., with the report and 
accounts for the year ended December 31, 
1948 : — 

My Lords, Ladies and Gentlemen, my 
first duty is to refer to the retirement from 
our board, for the reason stated in your 
directors’ report, of four of our friends and 
colleagues, all of whom have rendered great 
service to the bank, and all of whom we shall 
greatly miss. 

Sir Francis Beane joined the bank as a 
junior in 1887, and after rising to the position 
of joint general manager in 1924, and chief 
general manager in 1929, retired from an 
executive position and was elected, in 1935, 
vice-chairman of the board, a positicn not 
previously attained by any member of the 
staff. He received the honour of knighthood 
in 1939, 

Mr John Howard Fox served his 
apprenticeship as a banker in Lloyds Bank at 
Colmore Row, Birmingham, and joined the 
board of our bank in 1921 on the amalgama- 
tion of the family firm of bankers, Fox, 
Fowler and Company, of which he was a 
partner. Mr Howard Fox has retained a 
special association with the old Fox, Fowler 
branches, and I am happy to think that he 
will continue to be active in the bank’s 
interests in the area served by those branches. 

Sir Austin Harris, K.B.E., was elected a 
director of the bank in 1910, was created a 
Knight of the Order of the British Empire for 
public services in 1920, end in 1922 was 
elected deputy chairman of the board, a 
position which he occupied with great distinc- 
tion for 25 years. I am happy to say that 
the bank will still have the advantage of Sir 
Austin Harris’s services as chairman of our 
Salisbury committee. 

Major-General the Right Hon. Lord 
Hutchison of Montrose, P.C., K.C.M.G, 
CB. D.S.O., who was created a Privy 
Councillor in 1937, after a distinguished career 
of public office, joined our board in 1938, and 
has rendered most valuable service. 


NEW DIRECTORS 


During the year there have been elected 
directors of the bank Mr Derick Heathcoat- 
Amory, M.P., General The Right Hon. Lord 
Ismay, G.C.B., C.H., D.S.O., Major-General 
Robert E. Laycock, C.B., D.S.O., and Mr 
H, L. Roy Matthews, C.B.E., all of whom 


bring outstanding qualifications to their 
office. 


I have pleasure in announcing that we have 
formed a Devon and Cornwall Committee, 


the members being Mr Derick Heathcoat- 
Amory and Sir John Molesworth-St. Aubyn, 
Bt. I record with regret the loss suffered 
by the death of Viscount Bearsted, M.C., 
who had been a director since 1935. During 
the year one of our joint general managers, 
Mr F. S. Cheadle, retired, and we have 
appointed Mr E, J. Hill in his place. 


COMPANIES ACT, 1948 


Before turning to our profit and loss 
account and balance sheet figures, I would 
mention that our accounts for this year have 
been prepared in accordance with the pro- 
visions of the Companies Act, 1948 as applic- 
able to banking companies. We have adopted 
the method of showing group accounts in- 
stead of a consolidated balance sheet, and the 
accounts of our subsidiary companies The 
National Bank of Scotland Limited, Indian 
Premises Company Limited, Lloyds Bank 
Executor and Trustee Company (Channel 
Islands) Limited, are embodied in the report. 


There are some important changes in the 
presentation of our accounts and on the 
liabilities side there is now shown the reserve 
fund divided into share premium account and 
general reserve. The Companies Act, 1948 
requires the transfer to a share premium 
acceunt of any premiums on shares issued in 
past years which still form an identifiable 
part of the bank’s reserves. Some rearrange- 
ment of our reserves has therefore been 
necessary. The sum of £1,143.683, being the 
amount of the share premiums so identifi- 
able, has been transferred from general 
reserve to a share premium account. Certain 
of the share premiums which are not now 
identifiable were at the time when the shares 
were issued credited to the bank’s internal 
reserves, and we have restored the general 
reserve to the figure of £12 million at which 
it stood before the transfer of £1.143,683 to 
the share premium account, the restoration 
having been effected by a transfer from in- 
ternal reserves. 

The reserve fund shown in our balance 
sheet, including the sum of £656,317 allocated 
from the profits of the year, now appears as 
follows— 


Reserve fund :— 
Share Premium Account £1,143,683 
General Reserve £12,656,317 £13,800,000 


On the assets side of the balance sheet the 
principal alteration is the establishment of a 
new heading—Trade Investments. This com- 
prises our interests in subsidiary companies 
which are shown separately, our holding in 
Lloyds and National Provincial Foreign Bank 
Limited, and a final item Other Trade 
Investments which represents principally our 
investments in other banks. 


BALANCE SHEET 


Turning now to our profit and loss account 
and to the important changes in the figures 
of our balance sheet, our profit at £1,674.329 
is slightly higher than last year. While our 
resources and our advances have increased 
during the year, it will be realised that there 
have been also considerable increases in our 
staff costs and running expenses. 

Taking first the liability side of our balance 
sheet, our current, deposit and other accounts 
at £1,123 million, have increased by £52 
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million. It was anticipated that with the de- 
clared deflationary policy and the expected 
budgetary surplus, the expansion in banking 
resources would have been arrested, but the 
increase has been substantially the same as 
that experienced in the previous year. 


On the assets side our cash at £83 million, 
showing a ratio to deposits of 7.4 per cent., 
was unusually low owing to unexpected and 
abnormal movements in our figures on the 
last day of the year, but our average through- 
out the year has always been close 10 the pre- 
scribed figure of 8 per cent. 


The outstanding change in our assets is 
the large increase in our loans and advances, 
which at £226 million, show an increase over 
last year of £34 million. It will be appreciated 
that the greater part of our increased re- 
sources has been utilised under this heading, 
and later on in my statement I deal very fully 
with the subject of bank advances generally. 


SUBSIDIARY COMPANIES 


Our principal subsidiary company, the 
National Bank of Scotland Limited, has ex- 
perienced mother successful year, as 
disclosed by the accounts, and we consider 
our interest in that bank to be a most 
valuable investment. 


The Indian Premises Company Limited is 
merely a property company owning the free- 
holds and leaseholds of our banking premises 
in India. Lloyds Bank Executor and Trustee 
Company (Channel Islands) Limited was 
formed just over a year ago, a course which 
was necessary in order to comply with Jersey 
law if we undertook executor and trustee 
business in the Channel Islands. 


THE ECONOMIC CRISIS 


Even since the end of the war our national 
livelihood has been imperilled by two adverse 
trends: we have been spending too much and 
producing too little. Together, these have 
meant a frightening deficit in our balance of 
payments, notwithstanding drab and dispirit- 
ing conditions of life for large sections of the 
nation. Each of my two preceding statements 
was consequently drawn up in the shadow of 
an impending crisis in our external affairs. A 
year ago our exchange reserves were ebbing 
away at a rate that would have left us in a 
few months without the means to pay for 
essential food and raw materials in the ab- 
sence, as I said, of “ some new development.” 
Happily, such a new development has in fact 
come about with the advent of Marshall Aid 
for the reconstruction of western Europe, 
which is expected roughly to cover our doilar 
deficit at its current level. While at the end 
of September last our exchange reserves had 
fallen well below Sir Stafford Cripps’s 
“danger level” of £500 million, it is ex- 
plained that large sums were still due to us in 
respect of E.R.P. loans and grants already 
allocated, so that the position is much less 
—_ than it was twelve months ago. So 
ong as the flow of Marshall dollars continues 
the crisis in the balance of payments is post- 
poned. This is in itself a measure of the 
improvement in the outlook over the year. 


Thus, thanks largely to this generous and 
farsighted American help, and also in no 
small measure to our own efforts and the 
better direction of our affairs, we have turned 
a nasty corner. Unfortunately, one cannot yet 
affirm with any confidence that we are on 
the sure road to national independence, much 
less to prosperity. Only temporary relief can 
at best be afforded by gifts. It is disquieting 
that as yet the painful struggle towards dollar 
equilibrium has been achieved far more by a 
curtailment of imports from the dollar area 
than by an expansion of exports. and that 
applies to the rest of the sterling area as well 
as to the United Kingdom. While it is true 
that since the fuel crisis in 1947 our export 
drive has gone from strength to strength, the 
proportion of our total exports finding their 
way to the United States, far from having 
increased in accordance with our avowed 
policy, actually declined from 5.2 per cent. 
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in the first ten months of 1947 to only 43 
per cent. in the corresponding period of 1948. 


LONG TERM PROBLEM 


For the present it cannot be said that the 
solution of our long-term external problem is 
in sight. Given the adverse change in our 
terms of trade—the much steeper rise in 
import than in export prices—it would 
now require exports of nearly 160 per 
cent. of the prewar level to meet the 
full cost of our present imports, which 
are running at only about 80 per cent. 
of the prewar volume. It would take almost 
exactly double the prewar exports to pay 
for imports equal to those we actually 
bought in 1938 (with the assistance of course, 
of earnings on overseas assets we no longer 
possess). If at the same time the volume of 
world trade were no higher than before the 
war, this means that the United Kingdom 
would have to secure something like one-half 
of total world trade in manufactures. From 
this I conclude that, however great our own 
exertions, our payments difficulties will not be 
solved, even assuming some shift in the terms 
of trade in our favour, without a great revival 
of international trade as a whole. Necessary 
conditions for this are the active pursuit of a 
liberal trading policy on the part of the 
United States and a revival of trade across the 
Iron Curtain in Europe. 





Even for more limited objectives, the 
question arises how far the upward trend in 
our exports can be sustained now that our 
industrial production as a whole shows little 
sign of expansion. In the twelve months to 
September last industrial production was run- 
ning at a level some 7 per cent. in excess of 
the prewar average, from a labour force 
in manufacture and construction about 
6 per cent. higher than before the war. This 
is reassuring so far as it goes. But it must 
be borne in mind that normally we expect an 
increase in productivity of the order of 15 
per cent. in every decade and that the indices 
can make little allowance for decline in 
quality. It was not until October last that 
the index of production improved—and then 
by only a few points—on the peak figure first 
touched as leng ago as November, 1947. 
Further, the expansion has throughout been 
little more than proportional to the increase 
in the civilian labcur force due to releases 
from the Services. Now that demobilisation 
has been completed the further increase in 
production which is so vitally needed must 
come from an increase in output per head. 
This in turn can only come from harder and 
better work all round. The key to greater 
production is incentive; and this seems to 
me to be no less necessary for the employer 
than for the employed. 


THE BUDGET 


In my previous statement I showed that 
all our economic troubles were aggravated 
by the unhealthy monetary situation, and 
that it is imperative to control the inflation 
before we can hope to solve the problems 
of production and of the external deficit. To 
that end I urged that we should aim at a 
large budget surplus that would counter the 
inflationary pressure by draining off exces- 
sive purchasing power. Some reduction in 
direct taxation being vitally needed to stimu- 
late incentive, the necessary surplus should 
be achieved as far as possible by reduced 
public expenditure, assisted by additional 
indirect taxation to compensate for any direct 
tax concessions. It is great cause for satis- 
faction that Sir Stafford Cripps did in fact 
medel his first budget to a large extent on 
this formula. The 1948 budget marks an 
important advance in our fiscal policies, this 
being the first time that any Chancellor has 
deliberately aimed at a large surplus with 
the object primarily of countering inflation. 
We have obviously left far behind the days 
when the need to finance Government ex- 
penditure was regarded as the sole justifica- 
tion for raising revenue, and when a Chan- 
cellor was considered supremely successful if 
he managed to achieve an exact balance, 


Having regard to the ever-growing burden 
of the food and other subsidies, the rising 
costs of defence and presumably of the 
national health scheme, it was reassuring that 
in November the Chancellor was able to 
affirm that these increases “ should not make 
any very important changes in the total sur- 
plus,” leaving the main structure of the 
budget unaffected. Certainly there has been 
a welcome check to the rise in wages and 
prices since the middle of the year, while 
in some directions it is clear that demand 
has ceased, or almost ceased, to run ahead 
of the available supplies. It was significant, 
for example, that the removal from rationing 
of boots and shoes and some other articles of 
clothing was not followed by any rush to 
buy. We may perhaps trace in such happen- 
ings some influence of disinflanon, though 
the danger of a renewed bout of inflation 
cannot vet be ruled out. 


INDUSTRIAL SITUATION 


That disinflation has not yet brought the 
expected benefits is evident from the fact 
that the redistribution of our labour force 
which is so vitally needed has still to be 
achieved. Industries vital to our national 
survival, such as coalmining and textiles, 
continue to be starved of man-power, and 
this is at least partly attributable to the in- 
flationary situation which impedes the neces- 
sary release of work-peopie from other 
occupations. Except in agriculture, progress 
towards the man-power objectives has been 
small, while in some cases the changes have 
been in the wrong direction. Coalmining, 
for example, has secured no more than a fifth 
of the increase “ planned” for the year, and 
with absenteeism still abnormally high the 
industry has not fully attained even the 
modest 1948 target figure. This remains 
one of the most disquieting features of the 
whole industrial situation. Textiles, simi- 
larly, have failed to secure anything like the 
preposed addition to their labour force. By 
contrast, building and civil engineering, 
Government service, distribution and con- 
sumers’ services, which it was intended 
should together release 214,000 workers dur- 
ing the year, actually added 135,000 during 
the first ten months. 

This is disappointing, but scarcely sur- 
prising ; for so long as unnecessary spending 
—private or public—continues to create a 
high demand and to offer disproportionate 
rewards for labour in employments from 
which it should be released, not much 
transfer between industries will happen. Our 
present austere living standards can only be 
improved by greater production of the right 
things; that can only come about by re- 
distribution of labour; redistribution of 
labour will not happen without disinflation ; 
only by disinflation can normal monetary 
incentives be restored and the normal price 
mechanism once again be set to work. 


FULL EMPLOYMENT 


Again, if disinflation were fully operative 
we should expect to see some modest tem- 
porary increase in unemployment, such as 
was indeed envisaged in the 1948 Economic 
Survey. Yet in fact unemployment remains 
at the quite abnormally low figure of less 
than 2 per cent., a level far too low to permit 
any real flexibility in our economy. If people 
were moving freely from job to job this 
minimum of transitional unemployment alone 
would be more likely to account for a figure 
in excess of 4 per cent. Unlike the “ hard 
core” unemployment which gave us all so 
much concern before the war, this would 
involve no great social hardship; for by 
definition nobody would be out of a job for 
more than a few weeks on account of this 
kind of unemployment. On the other hand, 
the vital redistribution of labour may well 
be unattainable without a small amount of 
somewhat more persistent, though one 
earnestly hopes not unduly prolonged, un- 
employment in the over-expanded industries. 
I suggest for the consideration of those who 
will decry this as the callous suggestion of a 
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A budget surplus achieved by reduced ate an 
Government expenditure remains the Chan- advance 
cellor’s weapon number one par excellence; empO 


there is another weapon of financial control 
in his armoury, which in our present situation 
he may well have to consider bringing into 
action. I refer to a moderate stiffening of 
interest rates, The object would, of course, 
be to place some restraint upon capital ex- “Net” 
penditure. This continues to be one of the 


I Advan 
chief sources of inflationary pressure, the Invest 
1947 White Paper on capital investment, . 
which faced up to the need for some curtail-  j Other 
ment of such expenditure, having proveda f . 
dead letter in practice. There are many pro- b 
jects, desirable enough in themselves, which T 
could and should wait until the pressure on c 
our resources has abated. Durin 
Two main objections can be urged against which 
recourse to higher interest rates as the means be se 
of curbing the flow of investment. ‘The first £40 
is that they would tend primarily to deter mont 
capital expenditure by private enterprise, vanes 
whereas many people will feel that it is often as 
the development projects of public authori- : 
ties, encouraged by ready access to capital ' 
at extremely low rates of interest, that ought im T: 
rather to be postponed. The principle should who 
be applied, to public as to private capital ¢x- {17 
penditure, that in conditions such as the coun 
present only those projects are worth under- pans 
taking which offer a high return within 4 that 
relatively short period. Higher interest rates sayil 
would simplify the task of the capital issues beer 
control by ruling out automatically many pro- The 
jects which by this criterion might be deferred. ban 
The second objection, that higher interest pres 
rates throw a burden on the budget, is easily Tese 
exaggerated. We are postulating that a rise lel 
in rates may be needed as a safeguard against Cor 
further inflation. This is the same thing as En 
saying that if interest rates are not allowed de; 
to rise the cost of all other items of Govern- {re 
ment expenditure will tend to increase. It ler 
would thus be wrong to regard every addition ad 
to the national debt charge due to higher ha 
rates as a net burden on the budget. More- fo 
over, the immediate cost to the Treasury th 
would actually be small. In thinking of in- CO 
terest rates as a curb on inflation, one of the n 
rates chiefly in question is the yield on gilt- re 
edged, and this affects the cost of new borrow- 
ing only as the outstanding securities reach vi 
maturity. Whether the rates on Treasury bi 
bills and other short-term Government debt & 
need also rise may be arguable; but the cost qu 
of a half per cent. rise in such rates would a 
in any case be only of the order of a penny + 
or sO on the income tax, as compared, for y 
example, with over a shilling for the first t 
nine months of the new health service. \ 
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From the national point of view, if the 
enefit of higher interest rates is agreed their 
mor disadvantages would be a small price 
5 pay for their help in warding off any threat 
f renewed inflation. Moreover, higher in- 
rest rates undeniably offer one great advan- 
ge of a positive kind as a stimulus to private 
wving, which is suffering at present from 
uch grievous disccuragements ; it is because 
private saving iS inadequate that we need a 
budget surplus, yet the high taxation required 
produce that surplus makes it still more 
vificult, as Lord Catto has reminded us, for 


pnybody to save. 





BANK DEPOSITS AND ADVANCES 


It may seem paradoxical that a disinfla- 
jonary budget should have coincided with a 
enewed expansion of bank credit after an 
nterval of comparative stability. In some 
quarters it has been suggested that this has 
heen largely due to increased bank advances 
to industry and private customers. It is a 
act that, although we have continued to 
onform to the guiding principles laid down 
for the capital issues committee, our own 
dvances, like those of the other clearing 
sanks, have been running at record figures. 
But if regard is had to the great rise in prices 
since 1939, their level is still abnormally low. 

Moreover. the following figures for the 
leven clearing banks make it clear that the 
ate and timing of the recent expansion in 
advances has borne very littie relation to the 
tempo of credit expansion : — 


Change Change 

Dec. 1947 to May 1948 to 
May 1948 Nov. 1948 
fm im 
“Net” Deposits* — 40 +214 
Advances +119 + 17 
Investments ... — 6 + 3 
Other Assetst —150 +190 


*i.e., deposits less balances with other 


banks and cheques in course of collection. 
{Treasury deposit receipts, discounts, 
call loans and cash. 


During the first five months of the year, in 
which advances rese by £119 million, it will 
be seen that “net” deposits actually fell by 
£40 million, whereas in the succeeding six 
months an increase of only £17 million in ad- 
vances was accompanied by an addition of 


as much as £214 million to deposits, 
CONTROL BY BANK OF ENGLAND 


Taking the eleven months period as a 
whole, by far the greater part of the additional 
£174 million of deposits admittedly has its 
counterpart, on the assets side, in the ex- 
pansion of {136 miilion in advances. But 
that is surely a very different thing from 
saying that the expansion in deposits has 
been mainly “due to” Jarger bank advances. 
That would overlook the fact that, since the 
banks aim at maintaining a constant ratio—at 
Present 8 per cent.—between their cash 
reserves and their deposits, the size of their 
tetal assets and hence of their deposits is 
completely under the control of the Bank of 
England ; for if the authorities do not wish 
deposits to expand, they have only to refrain 
from enlarging the credit base. So far as the 
lending bank is concerned, a demand for 
additional loans simply means that it may 
have to substitute an advance to a customer 
for some other asset—a request with which 
the banks are in principle always willing to 
comply up to the limit of safety, dependent 


upon the purpose for which the advance is 
required, 


Traditionally this would mean selling in- 
vestments, but during 1948 the banks’ invest- 
ment holdings were roughly stable. During 
the early months, in which deposits declined, 

additional advances were more than 
accommodated by a reduction in those assets 
whi Treasury deposit receipts, discounts, etc.— 
Which reflect short-term Government 
oe This is, of course, one of the 

“ys in which a disinflationary surplus is 





expected to work. The authorities pay off 
some of their short-term debt held by the 
banks, who are thus able to extend advances 
to private industry without any inflation of 
credit, so that in effect the Government’s 
“saving ” helps to finance private invest- 
ment. 


In the later period, on the other hand, it 
was because the Government was again call- 
ing on the banks for short-term accommoda- 
uon that deposits rose steeply, notwithstand- 
ing the much smaller rise in advances. 
Basically, there are only two things for which 
the additional credit can have been required: 
either to finance Government expenditure or 
to support the gilt-edged market. No doubt 
the former is the correct explanation, but 
whatever the reason for it a fresh expansion 
of credit is an unhealthy sign in a sup- 
posedly disinflationary phase. 


THE FUTURE 


To sum up, the picture as compared with 
a year ago is one of definite but as yet insuffi- 
cient progress. Marshall Aid is covering our 
external deficit and safeguarding our last- 
ditch exchange reserves, but the solution of 
our long-term external payments problem 
has still to be found, Harder work, im- 
proved organisation and much more trade 
are essential if the country is to stand on its 
own feet, let alone improve its standard of 
living. On the monetary side inflation has 
received a check, but if monetary equilibrium 
is to be restored we shall have to continue 
a policy of budgeting for annual surpluses, 
which should come from a reduction in 
public expenditure. To help to secure dis- 
inflation the time may well have come 
to make use of the sole remaining financial 
weapon of higher interest rates. 


STAFF COLLEGE 


Our staff college at Eyhurst Court, in 
Surrey, came into full operation early in the 
year, since when three courses have been 
completed. The College has been successful 
from every point of view, and much benefit 
has been derived by the students. The 
courses have covered a great deal of ground. 
Instruction has been on a broad basis and 
many aspects of the commercial, industrial 
and social life of the country have been 
touched upon. 


I have no doubt that the College will make 
a substantial contribution towards enabling 
cur staff to give even more efficient service 
to the public. 


STAFF 


In conclusion, I would like to place on 
record my sense of obligation to Mr E. 
Whitley-Jones and Mr A. H. Ensor, the 
chief general managers, and our whole staff 
of which they are the executive heads. 
Shareholders will have observed with 
pleasure the steady growth of our business ; 
during the past three years I have had the 
opportunity of visiting a good many of our 
branches, large and small, and am able to 
testify from my personal observation to the 
keen and good spirit which animates our 
staff, and to which I believe our increasing 
business is in large measure due. For a 
keen and cheerful staff is one which is 
rendering good service to the public, and it 
is good service more than anything else 
which brings increased business. But the 
tone of every organisation is set from the 
top, and in our chief general managers we 
have executive heads who with their prin- 
cipal officers are ail members of a first-class 
team. 


I cordially welcome the close and frank 
relationship which exists between the staff 
association of our bank, the chief general 
managers and the vice-chairmen and myself. 
I can say without fear of contradiction that 
our meetings, which are regularly held, con- 
tribute to mutual understanding and have 
redounded to the prosperity of the bank as 
well as to the well-being of the staff. 
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THE CHARTERHOUSE 
INVESTMENT TRUST, LIMITED 


HIGH STANDARDS 


The twenty-fourth annual meeting of the 
Charterhouse Investment Trust, Limited, 
will be held, in London, on the 9th proximo, 
Mr H. Nutcome Hume, C.B.E., M.C, (chair- 
man), presiding. 


The following is an extract from his circu- 
ae review for the year to November 11, 
48 :— 


The dividends and interest received from 
our general investments show a modest in- 
crease. The Charterhouse Finance Corpora- 
tion has paid a reduced dividend, but the 
dividend from Charterhouse Industrial 
Development Company is larger. Our own 
& per cent. dividend was earned with a com- 
fortable margin, and we have added over 
£12,000 to the carry forward. One of the 
most gratifying features of the accounts is the 
margin of about £275,000, or 30 per cent., by 
which the current market value of quoted 
investments exceeds the balance sheet value. 


During the past 23 years our company has 
accumulated substantial profits which in the 
balance sheet are deducted from the cost of 
investments and, provided we continue to 
pursue our policy of investing only in sound 
as opposed to speculative securities, we should 
be able to retain most of this surplus in all 
normal circumstances. 


After setting against £2,400,000, which, 
with the excess in investment values, repre- 
sents approximately the true figure for capital, 
reserves and surplus, the current market 
price of say 22s. 6d. for each £1 of our 
preference stock, there remains a balance of 
say £1,550,000 which belongs to the ordinary 
stockholders and throws up a capital value 
of some 4ls. for each £1 of ordinary stock, 
which illustrates the fallacy and inequity of 
the Government’s practice of taking over 
nationalised concerns on the basis of Stock 
Exchange prices. 


The Charterhouse Finance Corporation’s 
policy is to associate itself only with issues 
and offers of capital of the right quality at 
the right price, and we must during the 
last year have allowed to pass more business 
than ever before because we would not 
undertake issues on the basis of forecasts of 
profits and dividends which we did not believe 
to be maintainable. 


END OF SELLERS MARKET 


We are convinced that the sellers’ market 
and days of easy profit-making are over and 
that the apparently lighthearted way in which 
some boards of directors are prepared to fore- 
cast a maintenance of profits and dividends 
is divorced from reality. Certain issuing 
houses and stockbrokers are cutting their 
margins of profit to a point which bears no 
relation to the risks they undertake. 


The Charterhouse Industrial Development 
Company has completed additional invest- 
ments to the extent of nearly {900.000 in the 
year. Here again we try to maintain the 
same standards as in the Finance Corporation, 
the most difficult and important of which is 
to assess correctly the skill and integrity of 
the managements of the businesses we spon- 
sor. Our long experience convinces us that 
no real service is rendered to borrower, lender 
or the community as a whole if the lender 
lowers the standard he requires from the 
individuals managing the business to be 
financed. 


The current year has started quite well, 
and there is a satisfactory volume of business 
in hand. We have substantially completed 
the organisation of the management of the 
Charterhouse group on its permanent post- 
war basis, and if only we are left alone by 
the planners and others who think they can 
run our business better than we can ourselves, 
I have littl fear that our companies can 
render a good account of themselves, 
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BARCLAYS BANK LIMITED 


FURTHER RECORDS ACHIEVED 


BRITAIN’S ENORMOUS TASK 


EMERGENCE OF A SENSE OF REALISM 


APPALLING GOVERNMENT EXPENDITURE 


URGENT NEED OF TAX REDUCTION 


SIR WILLIAM GOODENOUGH ON THE POSITION 


The fifty-fourth ordinary general meeting 
of Barclays Bank Limited, will be held on 
the 10th proximo, at the head office of the 
bank, 54, Lombard Street, London, E.C. 


The following is the statement of the chair- 
man, Sir William Goodenough, Bt, which 
has been circulated with the report and 
accounts for the year ended December 31, 
1948 :— 


The proceedings at the forthco ning annual 
general meeting will be confined once again 
to formal matters, and I am therefore send- 
ing to the stockholders, with the report and 
accounts, this brief statement on the affairs 
of the bank during the past year. 


We record with deep and sincere regret 
the sudden and untimely death of The Hon. 
Patrick Charles Kinnaird on March 31st last. 
Mr Kinnaird, who entered the bank in 1921, 
had been a local director at Pali Mall since 
1923, and he became a member of the board 
of the bank in 1943. His passing is a sad 
loss to us, and is felt in a personal way by 
large numbers of the bank’s staff who knew 
and admired him. He will be much missed 
for his active interest in good causes. 


The retirement from the board of directors, 
at the end of June, of Mr Claud Edward 
Pease and Mr Cecil Mercer Woodbridge 
brought to an end a happy and valued asso- 
ciation of many years’ standing, for which the 
board and the bank have reason to be grate- 
ful. Both these gentlemen are members of 
families whose names have been connected 
with banking for generations. Mr Pease 
became a director of the bank in 1924 and 
Mr Woodbridge joined the board in 1912. 
I am glad to be able to say that they remain 
active as local directors, Mr Pease at Darling- 
ton and Mr Woodbridge at Windsor. 


NEW DIRECTORS 


Mr Cuthbert Fitzherbert has been 
appointed a director of the bank and elected 
vice-chairman. He will be known to the 
stockholders particularly as the first holder 
of the newly-created appointment of general 
manager (staff), which he filled to such good 
effect before becoming a member of the 
board. We are glad to welcome also Mr 
Duncan Balfour, Mr Theodore David 
Barclay, Mr Anthony Charles Barnes, D.S.O., 
O.B.E., and Mr Richard Evelyn Fleming, 
M.C., all of whom have become directors 
during the year and who were already con- 
nected with one or other of the companies 
associated in the Barclays group. Stock- 
holders will be asked at the meeting to con- 
firm these various appointments to the board, 


Mr John David Cowen has been appointed 
general manager (staff) in succession to Mr 
Fitzherbert, with whom he had been working 
previously as assistant general manager (staff), 

A vote of thanks to the staff will be pro- 
posed at the meeting so that stockholders 
may join in an expression of the gratitude 
and appreciation which are richly deserved 
and sincerely felt. I would like to say for 
my own part that the quality and spirit of 
our staff are brought home to me more and 


more as the days go by and provide me 
with a constant source of pleasure and pride. 
I am more grateful to them than I can say. 


RISE IN DEPOSITS 


The total of current, deposit and other 
accounts in our balance sheet for the end 
of 1948 was £1,274,660,008, compared with 
£1,247,866,975 at the close of 1947. During 
the year, the deposits of the London Clearing 
Banks have been consistently higher than 
they were in 1947, but it has to be remem- 
bered that the position was affected in the 
early months by large transactions, connected 
with the transfer of the Argentine Railways 
and the repayment of the 3 per cent. con- 
version loan, which were responsible for a 
considerable increase in the funds held by 
the banks. New high records have been 
reached and the rise in deposits in the first 
eleven months of the year has been greater 
than was the case in the same period in 
1947. Although the measures taken to 
restore health to the monetary situation have 
not been without effect, the hopes that were 
set upon them have been somewhat dis- 
appointing. 

Let me now draw attention to the various 
changes that have taken place in our assets. 
The total of treasury bills issued in response 
to the weekly tenders was practically the 
same last year as in 1947, but our own hold- 
ings of bilis discounted declined from 
£206,445,106 to £167,060,403. In contrast 
to the trend in favour of the treasury bill 
as a method of financing the floating debt, 
which had previously led to a substantial! 
reduction in the volume of treasury deposit 
receipts outstanding, there has been in 1948 
some increase in ithe amount of borrowing 
secured by this means, and our own balance 
sheet shows that we held £302,000,000 at 
the end of the year, compared with 
£279,000,000 twelve months before. Thus 
treasury deposit receipts have become once 
again the largest of our assets. Our specially 
liquid assets taken as a whole, namely, cash 
in hand and with the Bank of England; 
balances with other British banks and cheques 
in course of collection; money at call and 
Short notice ; bills discounted, and treasur 
deposit receipts, amounted to £706,894,563, 
or 55 per cent. of our current, deposit and 
other accounts. 


INVESTMENTS 


There has been little change in our invest- 
ments during the year and at the end of 
December they stood at £291,816,845, 
excluding those in the category of fixed 
assets, against {296,030,563 on December 31, 
1947. In keeping with the general experience 
there has been a further rise in our advances 
to customers and other accounts, which 
amounted to £286,419,375 on December 3st. 
This total compares with {242,447,695 at 
the end of 1947. 


In our monthly statements issued during 
the year, advances exceeded treasury deposit 
receipts on two occasions, thus breaking the 
continuous ascendancy of treasury deposit 
receipts which had persisted since 1942, when 
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they were expanding in volume under 4. 
influence of war conditions. Our lending, 
during last year were generally higher 
ever before in our history, although we ma, 
not forget the effect of the great j : 
prices, which means that a given volume q 
trade requires much more finance NOW thy 
in prewar days 


LARGER NET PROFIT 


The directors report that after pa 
of all charges and providing for taxation api 
after deducting transfers to inner TOSEVes, oy 
of which reserves provision has been mg 
for diminution in value of assets, the ao 
profit for the year ended December 3], 19g 
amcunted to £1,879,943 2s. Od., compare 
with a figure of £1,637,706 5s. 8d. for the 
year 1947. As will be scen from the repor, 
the directors have decided to increase the re. 
serve fund to £13,000,000 by an allocation ¢ 
£750,000 from the profit for the year, Ths 
has been dene in continuance of our policy 
to strengthen the reserve fund in view of tk 
large increase in our figures since 1939, ani 
it also takes into consideration the effect g 
the Cempanies Act, 1948, under which ; 
proportion of our reserve fund has to be ex. 
marked as “share premium account.” 

Intersm dividends at the same rates as jg 
1947 were paid on August 9th last and th 
directors now recommend the payment ¢ 
final dividends of 5 per cent., making 10 pe 
cent. for the year, on the “A” Stock, and? 
per cent., making 14 per cent. for the yeu, 
on the “B” and “C” Stock, less incom 
tax in each case. The provision in the Conm- 
panies Act requiring a longer period of notice 
to be given of the annual general meeting, 
which has made it necessary for us to hoi 
the meeting later this year, has meant thr 
the dividend payments will also be mak 
later than has hitherto been usual. 


CONSOLIDATED FIGURES 


Stockholders will see that our accounts ar 
presented in the altered form called for 
the Companies Act. So far as our om 
balance sheet is concerned, I do not think 
there is anything I need add to what I hax 
said already, but I would like to draw atten 
tion to the consolidated balance sheet, which 
appears with the accounts for the first tim. 
Owing to the delay which would hav 
occurred had we made the accounting date 
of other members of the group coincide wit 
our own, the consolidation is on the basis th 


the figures of all the subsidiary companis § 


are made up urs at September 30, 1948. 


The total assets of the group are shown 
be £1,864,887,762, while current, deposit and 
other accounts amount to £1,748,275,12 
Among the assets, the liquid items, 
cash in hand and with the Bank of Engl 
and Central Banks abroad, and gold bullion; 
balances with other banks and cheques i 
course of collection ; money at call and shor 
notice ; bills discounted, and treasury dept 
receipts, amount to £928,048,654 ¢ 
represents a ratio of 53 per cent. to deposits 
The group’s investments, apart from thew 
classified as fixed assets, are £-443,578,109, ani 
advances to customers and other accoun 
stand at £402,449,657. In considering thes 
figures we should not allow our minds ® 


dwell only upon the question of mere s%, 
but should think rather in terms of the it 


mense service which is and can be 

by the group, especially bearing in mind 
flexibility inherent in it, derived from tt 
policy of encouraging a great measure of & 
centralisation and local initiative. 


DIRECTORS’ REMUNERATION 


I wish also to draw attention to the ne 


at the foot of the consolidated profit and los 
account. Under the old Companies Act ¥ 
were required to state only the amount 

to the directors of the parent bank by, 
of directors’ fees, either by the parent t 
or by a subsidiary, but the new Act calls fot 
a statement of their total emoluments o a 
kinds from all sources within the group. 
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system of decentralised copyeld designed to 
maintain and develop the traditions of the 
old private banks upon which the business 
of the Bank is based, enables us to draw u 
the executive officials of our local head offices 
to form «x considerable part of our central 
board. There are also certain directors em- 
ployed in an executive capacity in the head 
offices of Barclays Bank Limited and Barclays 
Bank (Dominion, Colonial and Overseas). For 
their executive work, which is quite distinct 
from their position as directors, they are paid 
salaries, like any other managerial or admini- 
strative official, in addition to their directors’ 
fees, and in due course they receive from our 
nsion fund pensions based on these salaries, 
n some cases these directors also receive 
non-pensionable fees as members of local 
poards or board fees from subsidiary banks. 
The other directors are representatives of the 
outside world, whose wise advice on matters 
of general importance we value most highly. 


I think it is hardly necessary for me to say 
that we set great store by our local head office 
system, which gives responsibility and 
authority to men who have the advantage of 
local knowledge, and which enables both 
customers and staff in any part of the 
country, however remote, in case of need, to 
be brought easily into direct contact with the 
directors and with the senior officials at head 
office. 


SOME ENCOURAGING POINTS 


The course of events generally during the 
year, difficult and disappointing in so many 
ways, has not been without points of encour- 
agement. For these we are indebted, directly 
and indirectly, to Marshall Aid, which 
changed the whole outlook for the coun:ries 
of western Europe by offering a narrow way 
out from a situation of grave economic 
difficulty. But while this indispensable help 
from the United States has brought respite, 
we must have it constantly in mind 
brief is the period of grace in which to 
achieve equilibrium in our external balance 
of payments, and especially to solve the over- 
riding and intractable dollar problem which 
afflicts us in common with almost every other 
country in the world. Time and the pressure 
of economic forces left to themselves would 
produce their own remedy, but at a heavy 
cost in dislocation and hardship and at the 
tisk of social disaster. Therefore, although 
these forces do operate towards equilibrium, 
a solution which will aveid the harsher con- 
sequences and will bring results early is 
urgently needed. In this matter, as in so 
many others, we are dealing with a problem 
which is international in scope. 


Leaving aside its domestic implications, 
which centre upon the vital questions of pro- 
ductivity and costs—vital because they are 
the keys to a reduction in the high cost of 
living that bears so hard upon us all—it calls 
for unremitting effort, in co-operation par- 
ticularly with the sterling area countries and 
the countries of western Europe, to increase 
sales of goods and services to the Western 
Hemisphere ; to encourage the development 
of alternative sources of supply ; to seek the 
constant enlargement of the volume of inter- 
nauonal trade, and gradually to restore its 
tiangular and multilateral character- upon 
which so largely depend both the attainment 

a maximum volume of trade and the 
realisation of a general state of dollar equili- 
brium, Real and fruitful efforts have already 

1 made and it would be quite unrealistic 
to disregard the record of solid achievement, 
but there is far yet to travel and the time 

or dominates the situation. 


FIRST PRINCIPLES IGNORED 


Since the end of the war we have had good 
teason to know that a succession of grave 
and complex problems may weaken the grasp 
upon fundamentals. The plight into which 
this country has fallen is attributable mainly 
to circumstances beyond our control, but it 

is been aggravated by a tendency to set 
aside first principles, and the process of 


recovery could be very greatly hampered by 
continued failure to pay them proper respect. 
A refreshing sense of realism that has begun 
to permeate the atmosphere in the past year 
shows that lessons are being learnt, but I am 
impelled to refer to one fundamental matter 
because of its special importance in my 
view. What I have in mind is the simple 
fact that the body economic, like the human 
body, must have its tissues constantly re- 
newed, and this implies a continuing stream 
of fresh resources in adequate volume 
Moving into productive investment. 


I do not suggest that there is any doubt 
about the importance, in principle, of pro- 
viding new capital equipment, which has, 
indeed, come much to the fore in recent dis- 
cussion and which is given due weight in the 
British programme prepared in connection 
with the joint recovery plan for Europe: the 
point I wish to emphasise concerns the 
increase in the scale of our industrial needs 
in this respect in relation to the amount of 
the national income, not merely in the next 
few years but, so far as one can see, for all 
time, in the future. 


INSUFFICIENCY OF CAPITAL GOODS 


We could have no more _ impressive 
evidence of the consequences of an insuffi- 
ciency of new capital goods than has been 
given by the condition of our economy in 
the postwar years. There was no addition 
to the nation’s total capital equipment in the 
six years of war: on the contrary, instead of 
an accretion which, before the war and at 
the prices at that time, amounted to some 
£300 million a year, our equipment ran down 
through under-maintenance at an average 
annual rate of something like that same 
figure, apart from the destruction wrought 
by enemy action, estimated at the end of 
1945 at more than £2,000 million. Including 
these and all other items, about a quarter of 
the whole of our national wealth was lost in 
the war period. 


With so much ground to make good it is 
hardly surprising that progress should seem 
to be slow and painful, and bearing in mind 
that the national product is limited, it is easy 
to undestand how it became necessary to 
decide upon a curtailment of total capital 
investment last year. But although this 
decision, unduly conservative as it subse- 
quently proved, had to be made in the light 
of conditions at the time, and although the 
needs of defence have since cast a shadow 
of uncertainty over the whole scene, the 
provision of new industrial capital equip- 
ment, as opposed to capital investment in the 
wider sense, loses nothing of its standing as 
a matter for the most serious preoccupation: 
the whole future of this country, no less than 
our successful emergence from present tribu- 
lations, is bound up with it. 


Let me draw attention to a few relevant 
facts which, I think, help to ilustrate the 
measure of the problem. In the first place, 
the enormous task of making good the 
deficiencies left by the war has been aggra- 
vated by the great increase in prices, which 
has raised many individual difficulties and 
will raise more by its effect on the real value 
of liquid reserves. It has become increasingly 
evident that money set aside out of past 
earnings to meet depreciation and develop- 
ment has been rendered inadequate by the 
subsequent sharp rise in replacement costs. 
As a result, capital has been drained away 
because net earnings have included money 
which, as events have proved, should have 
been reserved as part of the enhanced 
replacement value of existing equipment. 
To this extent the true position has been 
overstated and profits—which have been 
subject to tax at most onerous rates—have 
contained an element of capital. 


UPWARD TREND OF PRICES 


The rise in prices to which I have just 
referred is a short-term distortion due to war- 
scarcity and monetary inflation, 
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and we may reasonably hope for some 
eventual adjustment as the condition of 
scarcity is overcome. But the long-term 
trend of prices, too, has to be thought of in 
relation to the wider aspect of the problem 
of capitalisation that I also have in mind. It 
is worth remembering that in the years when 
this country was building up its great in- 
dustrial and mercantile power it did so against 
a background of falling wholesale prices from 
1800 until 1896. 


There were important ups and downs in 
the interval, but there is no doubt that over 
the period as a whole the trend was dewn- 
wards. After 1896 a contrary movement set 
in and, although the increase resulting from 
the first world war had been wiped out by 
the early 1930’s when, indeed, wholesale 
prices fell below the level ef 1914, the upward 
trend has continued. Bearing in mind that 
managed currencies, coupled with the 
principle of “full employment,” have dis- 
placed the automatic checks and balances of 
the nineteenth century gold standard, and 
remembering that a large element in costs 
of production everywhere is extremely rigid, 
it would be unwise to think on any other 
assumption than that the long-term trend of 
prices will continue to be upward. 


INVISIBLE EXPORTS 


Then we must take into account the situa- 
tion arising from the reduction of invisible 
exports, through the sale of foreign invest- 
ments and through other losses, a situation 
that has been made more serious by the en- 
ormous load of external debt incurred in the 
war years and subsequently. This means that 
current effort must bear, in a highly com- 
petitive world, the extra burden of making up 
for the loss of invisible income, of repaying 
debt, of providing such new external capital 
and other payments as may be requisite, 
notably those envisaged in the programme for 
European recovery, and, may we dare to 
hope, of yielding eventually .some surplus 
which will enable us to build up our foreign 
investments afresh. 

We have also to contend with the growing 
industrialisation and increasing industrial 
efficiency abroad which makes it vital for us 
to keep in the forefront technically. The 
inference here is that the rate of obsolescence 
will be high, perhaps higher than anything 
hitherto commonly thought of, but this is 
not the whole story. The speed of change 
tends to become more rapid as time goes by. 
Machinery and equipment grow in complexity 
and become ever more costly. By the same 
token, the continued vitality of our economic 
system requires that new and expanding in- 
dustries have room and means and incentive 
to spring up and to flourish. 


CHANGING CIRCUMSTANCES 


I have not dealt exhaustively with the in- 
fluences that bear on the question of industrial 
capital. For instance, I have not mentioned 
the very important implications of the trend 
of population and the changing age distribu- 
tion in industry. But when what I have said 
is considered in the light of the fact thar, 
even in the years between the wars, invest- 
ment was not proceeding on a scale sufficient 
to prevent us from lesing ground in relation, 
for example, to the United States, the- 
dimensions of the problem that lies before us 
will, I think, become clear. The conclusions 
are obvious. 


It may be doubted whether we could spare 
more at the present time for capital purposes, 
In fact, some people take the view that the 
total is too high. But, however that may be, 
we must be sure to conserve our means to 
the utmost of our ability and to make the 
most productive use of these limited resources 
by applying them to the greatest extent 
possible to well-considered industrial capital 
investment. Our aim must be, at the earliest 
moment, to devote to industrial development 
a larger proportion of our national income 
than in years gone by, if need be, at the ex- 
pense of other forms of new capital outlay, 
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however desirable in themselves. By in- 
ference, the brakes upon enterprise, both 
personal and corporate, must be released. 


GOVERNMENT EXPENDITURE 


These conclusions throw into yet greater 
prominence the urgency of bringing about a 
reduction in the appalling rate of Government 
expenditure, partly because of its diversion of 
national resources, but mainly because of the 
stultifying effect upon work and enterprise, 
throughout the whole range of personal en- 
deavour, of the present level of taxation. The 
implications of a new programme of defence 
expenditure give added point to this view. 
In the fiscal structure as it stands today, 
taxes which directly hamper and even restrict 
industrial development and progress are not 
far to seck. Indeed, we have heard 
much evidence from those well qualified to 
speak that present methods of taxing industrial 
profits not merely impede the extension of 
capital equipment but actually cause the im- 
pairment and dissipation of existing capital 
resources. They involve what amounts to a 
levy on industrial capital in aid of current 
revenue: a most dangerous state of affairs. 


But although a great deal would be accom- 
plished if these obstacles were cleared away, 
the real need is for the main burden of taxa- 
tion to be lightened. The indications are 
that the level of taxation required to meet the 
present rate of day-to-day Government ex- 
penditure not only inhibits the building up 
of our desperately needed capital resources, 
stultifies the essential accumulation of savings 
and enfeebles the spirit of enterprise, but 
represents a proportion of the national income 
greater than can be borne indefinitely. If this 
is sO, unless action is taken to reduce it, or 
unless there is a rapid increase in productivity 
of altogether improbable dimensions, the 
necessary adjustment will come about by the 
operation of economic forces in a way which 
can hardly fail to inflict injury upon all 
sections of the community. 


NATIONAL DISCOUNT 
COMPANY LIMITED 


RECORD BALANCE SHEET FIGURES 


The annual general mecting of this 
Company will be held on the 9th proximo at 
33, Cornhill, London, E.C., 

The following is an extract from the state- 
ment by Sir Charles D. Seligman, the chair- 
man, circulated with the report and accounts. 

It is interesting to record a further expan- 
sion in the volume of commercial acceptances 
for discount in the London market. Our 
purchases of such bills have increased during 
1948 by 35 per cent. 

Twice during this period the discount 
market decided to increase the rate for dis- 
counting bank bills—namely, in January 
from |} per cent. per annum to } per cent. 
per annum for two and three months bills, 
and to % per cent. per annum fer four, five 
and six months maturities, and again in 
October a further adjustment was made by 
raising to }¢ per cent. per annum the rate 
for five and six months bills. 

While there has been no increase during 
1948 of the £52,000,000 we held of British 
Government and Corporation short-dated 
securities, our balance-sheet figures, owing 
to the development of our activities, now 
total £161,750,000, which is a record figure. 
Our deposits have increased by £28,000,000, 
which is reflected in a corresponding rise in 
bills discounted. The liability at the end of 
the year for bills rediscounted shows a slight 
increase to £10,000,000. 

There remains a profit of £251,123; 
£100,000 has been transferred to the reserve, 
raising it to £1,200,000. Our total reserves, 
which include £924,000 share premium re- 
serve, now amount to £2,124,000. It will be 
proposed at the forthcoming meeting to pay 
dividends of 5 per cent., less tax, on the 
“A” and “B” stock, making 10 per cent. 
for the year on both classes. 
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NATIONAL PROVINCIAL BANK LIMITED 


IMPORTANCE OF EXPANDING OVERSEAS MARKETS 


TRADE BALANCE LESS UNWIELDY BUT OPTIMISM DIFFICULT 


ENORMOUS VOLUME OF GOVERNMENT EXPENDITURE 


CAPTAIN E. C. ERIC SMITH’S VIEWS 


The 116th annual general meeting of the 
National Provincial Bank Limited, will be 
held, on the 10th proximo, at the head office, 
15 Bishopsgate, London, E.C. 

The following is the statement of the 
chairman, Captain E. C. Eric Smith, M.C., 
which has been circulated with the report 
and accounts for the year to December 31, 
1948 :— 


BOARD OF DIRECTORS 


During the year we have had the pleasure 
of announcing the appointment to the board 
of Mr Ivan Arthur Rice Stedeford, who, as 
is well known, possesses a wide experience 
and appreciation of manufacturing and 
marketing and of current industrial problems, 
and Mr Desmond Abel Smith, M.C., who is 
also a director of many important companies 
and in whose person the link with the old 
family businesses of Samuel Smith and Com- 
pany is strengthened. We regret to announce 
the death in October of Lieutenant-Colonel 
G. S. Eunson, T.D., D.L., a member of the 
local board of the Bank in Northampton 
since 1920, 


MANAGEMENT AND STAFF 


The continued loyal co-operation of both 
management and staff has contributed in no 
small measure to the high standard of the 
banking services which we have been able 
to afford our customers. On November 25th, 
in the presence of a representative gathering, 
it was my privilege to perform the ceremony 
of unveiling the War Memorial which has 
been erected at 15 Bishopsgate in memory of 
the 257 members of the permanent staff of 
the Bank who lost their lives as a result 
of the war. 


BRANCH DEVELOPMENT 


Notwithstanding the difficulties encoun- 
tered in laynching any new enterprise under 
present conditions, we have succeeded in 
opening a number of new branches during 
the year. Our tradition of service has been 
further upheld by the operation of a mobile 
banking office at many shows and exhibitions 
throughout the country. At the invitation of 
the organising committee the Bank acted as 
official bankers for the Olympic Games held 
in London during the summer. Temporary 
Offices staffed by expert linguists were opened 
in the various centres for the use of com- 
petitors and visitors. In addition, special 
facilities were arranged at many ordinary 
branches of the Bank for those connected 
with the events held elsewhere than at the 
main arena. It is pleasing to record that we 
received many expressions of appreciation of 
the services we were able to provide. 


Apart from these purely banking develop- 
ments, in order to meet the increasing 
demand for the Bank’s trustee and executor 
services, we have opened during the past year 
additional trustee branches in provincial 
centres, and others are under consideration. 
This expansion has involved the creation of 
a new company, National Provincial Channel 
Islands Executor and Trusiee Company, 
Limited, to enable us to extend the’ service 
to our Channel Islands customers. The 
increase in this side of our business is a reflec- 
tion of the growing public realisation that 


in the face of current legislative complexities 
it is desirable to appoint executors ang 
trustees who are able to command the 
services of a suitably qualified staff We age 
confident that the steps we have taken will 
ensure that the facilities available will be 
used ever more widely in the future. 


COUTTS AND COMPANY 


The balance sheet of Messrs Coutts and 
Company as at December 31st last, accom. 
panies our own report and accounts. 


STATEMENT OF ACCOUNTS 


The liabilities of the banks on current and 
deposit accounts have never been so closely 
scrutinised as they are today. From a 
domestic point of view rising deposits may 
indicate a healthy expansion in a_ bank’ 
activities. On the other hand, as most people 
have had reason to appreciate since the war, 
such a trend may mirror the effects of the 
policy of the Government. There has been 
a moderate increase in this item in our own 
books as compared with the figure a year 
ago, and the current, deposit and other 
accounts of the bank on December 31st last 
amounted to £768,660,861. 


Cash, money at short notice and bills dis- 
counted total £263,898,346, which gives a 
ratio to deposit liabilities of 34.3 per cent,a 
very satisfactory liquid position. An increase 
of treasury deposit receipts from £166,000,000 
to £175,000,000 is shown, giving a ratio t 
deposits of 22.8 per cent. as against 22 per 
cent. Investments have been reduced by 
£12,407,363 to £147,942,323, while advances 
to customers and other accounts now stand 
at £196,227,349, an increase of £11,066,853, 
giving a ratio to deposits of 25.5 per cent. 


PROFIT AND LOSS ACCOUNT 


The net profit for the year is £1,383,387, 
against £1,347,929 for the year 1947. The 
amount brought in from the previous yeaf_is 
£379,294, making a total of £2,262,681 avail- 
able on profit and loss account. ; 


The payment of an interim dividend of 
73 per cent. and a final dividend at the same 
rate will require £782,052. In addition, the 
following appropriations are recommended:— 
To contingencies account, £200,000; to tt 
serve fund, £500,000. After these allocations 
have been made, a balance of £780,629 will 
remain to be carried forward. 


TRANSFER OF GRINDLAYS 


Since the last annual general meeting the 
bank has parted with its interest in Grindlays 
Bank to the National Bank of India, Limited. 
We acquired the whole of the capital if 
Grindlays in 1924. Their business origing 
Was essentially a private one, catering maunly 
for the British official and resident in India. 
In 1942 they took over the liabilities and 
assets in India, Burma and Ceylon of Thos. 
Cook and Son (Bankers), Limited, 
gradually the nature of the bank changed 3 
their commercial connections developed of 
an increasing scale. It became evident that 


Geiians’ business could be enlarged 


oadened to better purpose, on the lines 


that were already showing themselves, if 


conjunction with a bank possessing 
experience and a tradition in Eastern com 
mercial circles, Ly 
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The solution, which it is believed will 
react 10 the advantage of the three banks 
concerned, has been found by the transfer of 
the shares in Grindlays to the National Bank 
of India, whilst National Provincial Bank will 
subscribe for a holding of shares of the 
National Bank of India and will receive a 
cash payment. 

In July, 1948, the Companies Act came 
jnto full operation. This entailed alterations 
in the Bank’s Articles of Association and 
rendered other changes desirable. In these 
circumstances it was considered advisable to 
adept new Articles which would include the 
necessary alterations and at the same time 
give to the bank articles in accord with 
modern practice. The appropriate meeting 
was called on August 24th and new Articles 
were adopted. 


Early in 1948 the bank started a quarterly 
review, of which the fourth issue has recently 
appeared. Although a statistic or two may 
creep in, the intention is to keep the review 
essentially readable and with as wide an 
appeal as possible. It is likewise vital, if it 
is to be read and appreciated, that it should 
be kept reasonably short. Its infancy has 
been graced by the work of eminent con- 
tributors, for whose assistance the bank is 
deeply grateful. 


FEATURES OF PAST YEAR 


The general tone of business during the 
year has, on the whole, been satisfactory. 
There are, however, straws in the wind to 
which it is desirable to draw attention. 


During the war and postwar years failures 
in business were infrequent. Many failures 
are largely due either to fraud or folly or a 
combination of both. In the period in question 
there was no particular object in indulging in 
the former, and no great opportunity of dis- 
playing the latter. Markets would absorb 
anything that was offering, even ill-made 
rubbish, and the art of salesmanship was 
superfluous. This era shows signs of drawing 
to a close, and the less intelligent and less 
efficient will find it harder to survive. 


In some trades capacity to produce is still 
the only limiting factor to the volume of sales, 
but this is by no means universal. In many 
others there is evidence of increasing stocks 
and a sense of selectivity, both as regards 
price and quality, which did not exist before. 
There is no longer the same_ insatiable 
appetite. 


So long as this tendency does not go too 
far it is no bad thing. It is salutary that the 
value of salesmanship should be realised, and 
that good workmanship and efficient and 
economic production should come into its 
own. There is no doubt, however, that in a 
world where appreciation of the realities of 
the situation is conspicuously absent, there 
will inevitably be casualties. 


EXPORT POSITION 


The export position is not unsatisfactory 
and it is time that some tribute was paid to 

ose who are working continuously to main- 
fain existing and to expand new markets. 
Appreciation of their efforts will not make 
them lie down on their jobs: their portion 
hitherto has more than frequently consisted 
of reproof for unattained ideals. Expansion 
must continue but achievement merits 
Tecognition. 

While we rely on the export trades to earn 
foreign currency, it is to such industries as 
agriculture and shipbuilding that we turn for 
4s conservation. Here again, performance has 

outstandingly good. Notwithstanding 
vagaries of the weather in the one case 
the caprices of steel allocation in the 
other, production has expanded. In both 
industries there are natural fears about the 
ising costs of production. The contribution 
to our dollar problem expected from agri- 
Culture over the next few years will not easily 
found and will demand a high degree of 
determination and efficiency from all those 


connected with the industry. There is no 


reason to suppose that these will not be forth- 
coming. 


TRADE BALANCE 


‘The trade balance thus presents a less un- 
wieldy appearance, but here it is difficult to 
be optimistic. Those with the maximum 
amount of information on the subject profess 
to see the elimination of the overall adverse 
balance by the end of Marshall Aid. It is to 
be hoped that they are correct but, whilst 
it would be unwise to question these con- 
clusions arrived at from a superior knowledge, 
it would be equally stupid to bury our heads 
too deeply in the sand. 


A considerable attack on inflation was 
launched early in the year but, although its 
early phases looked promising, it has not 
fared too well since. Initially, there was a 
distinct lull in the demand for wage increases 
but by degrees pressure became irresistible 
and later in the year the pious hopes of the 
Spring were forgotten and many branches 
of industrial activity granted substantial in- 
creases of pay. In contrast to this the principle 
of limitation of dividends received a very 
wide measure of acceptance. The cliché 
“too much money chasing too few goods” 
merits some consideration. It is not always 
the competition of money for goods that puts 
up prices. Coal is a case in point. Too much 
money cannot chase coal because coal is, in 
effect, a rationed product and yet its price has 
risen enormously. This is an instance where 
the extravagant cost of production and ad- 
ministration has pushed up the price although 
the element of competition is absent. A 
similar situation obtains in many places. The 
inflation lies more in the increased cost of 
production than in the competition for 
scarcity. 


GOVERNMENT EXPENDITURE 


One of our principal tribulations is the 
enormous volume of Government expendi- 
ture; there appears to be no effort either to 
recognise it or to restrict it. The cost of 
subsidies and social services is for ever 
mounting. No one wil! question the 
desirability of social services, but they should 
be on a scale which the country can afford 
and their cost should not be the subject of 
optimistic estimates. As a recipient of aid 
from a foreign country it is hardly decent to 
aspire to a standard of living we cannot our- 
selves support. While foreign aid may not 
directly contribute to the cost of the social 
services and such benefits as the shorter 
working week and longer holidays, it is un- 
deniable that without it an even greater 
diversion of resources to the export trades 
would be necessary. To this extent our 
present standard of living is being indirectly 
subsidised by America. 


The bulk of the electorate is quite oblivious 
of the fact that social services must be paid 
for: it accepts them as a gift from its present 
rulers and ignores the fact that, with the 
assistance of America, it is paying for them 
itself. How many occupants of council houses, 
while complaining of the amount of rent they 
have to pay, realise that that rent is but a 
portion of the economic rent and that the 
balance is paid by taxation and rates? A 
deflationary right hand remains in ignorance 
of, or ignores, the activities of an inflationary 
left hand. 


NATIONALISATION 


The na.ionalisation of industry has pro- 
ceeded steadily throughout the year. Of its 
debatable virtues posterity will be the judge, 
but a certain experience of its operation can 
now be considered. The earliest experiment, 
in the shape of the Bank of England, remains, 
under a widely respected governor, ostensibly 
the same as formerly, apart from the Govern- 
ment nomination of directors. 

The coal industry has, however, assumed 
an entirely different complexion and the bene- 
fits which have accrued to the country are 
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more difficult to find. It would seem that, 
compared with prewar, less coal, much of it 
of a very inferior quality, has been produced 
at a vastly increased cost. Tranquillity of 
labour does not appear to have been achieved, 
nor has the urge for increased production 
penetrated to those in the industry capable 
of giving it effect. 

Having become a State-owned monopoly, 
the question of whether the industry pays or 
not transcenas mathematics. It is purely a 
question of what the monopoly elects to make 
the consumer pay, and jubilation or despon- 
dency at the results of the Coal Board’s opera- 
tions become superfluous emotions. In fact, 
coal has been grotesquely written up in terms 
of money and, as it plays the leading part 
in almost all forms of industrial activity, the 
repercussions of this revaluation have been 
widespread. 


FUTURE OF OTHER INDUSTRIES 


The future of the other industries which 
now enjoy nationalisation may be a rosy one 
from some angles, but, as regards their true 
profitability, such experience as we have dis- 
courages an over-sanguine outlook. It is clear 
that their economic future must be prejudiced 
so long as their control remains largely in the 
hands of those whose political survival is 
dependent on the compulsory purchase by 
the taxpayer of the goodwill of the people 
engaged in these industries. It is equally 
clear that the technique of running 
nationalised industry has still to be learned. 
Every such industry that drops out of the 
true profit-earning category not only imposes 
an additional burden on those industries 
which remain within it, but also entails a loss 
of revenue which must be made good from 
other sources. 


The country could not survive as a solvent 
entity with its major industries run on the 
Coal Board pattern and functioning as pen- 
sioners. 


IRON AND STEEL 


It is curious that the nationalisation- 
minded, with a mass of undigested coal, 
transport, electricity and gas before them, 
should seek to extend their activities sull 
further by the addition of the iron and steel 
industry to 2 collection already unwieldy. 
This industry is performing great feats of 
production, is well organised and enjoys 
better labour relations than almost any other 
in the country. Directly and indirectly, it is 
a very large contributor to our exports. It is 
efficient and progressive and the backbone 
of many other industries. The principal dis- 
advantage from which it has recently suffered 
has been the nationalisation of coal. 


In order to bring it within the orbit of 
nationalisation, it has been necessary to pass 
the most contentious legislation whereby the 
constitutional relationship between the two 
Houses of Parliament has been altered. The 
metamorphosis here is not yet complete, but 
in searching for the origin of this irrational 
intention one can only conclude that a limited 
number of men of intelligence have surren- 
dered to the ideologies of a number of men 
of limited intelligence. 


To what other industries it is intended to 
extend the benefits of state ownership we 
shall no doubt learn in due course. L’appétit 
vient en mangeant. It is sustained by the 
hunger for certain political objectives and by 
the hunger for planning. The country is 
assuming the shape of a business with an 
overhead which its turnover cannot support. 
Its head is becoming unduly swollen at the 
expense of its hands. 


During the past three years the birth-rate 
of committees, councils, working parties and 
kindred bodies has surpassed all previous re- 
cords. Their propagation is one of our most 
thriving industries and salvation largely de- 
pends, apparently, on the results of their 
deliberations. It is probable that the 
country would benefit were this time and 
energy directed to running its industry instead 
of talking about it. 
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DISTRICT BANK LIMITED 


SATISFACTORY RESULTS—INCREASED PROFIT 


EVILS OF INFLATION—NEED FOR EXPORTS 


STATEMENT BY THE CHAIRMAN, SIR THOMAS D. BARLOW, G.B.E. 


The Chairman, Sir Thomas D. Barlow, 
G.B.E., has circulated, with the report and 
accounts, the following statement to the 
shareholders of District Rank Limited, prior 
to the 119th annua! general meeting to be 
held, on the 11th proximo, at the Head Office, 
Spring Gardens, Manchester :— 

With great sorrow I have to record the 
death, during the past year, of two dis- 
tinguished members of the board. Sir Nigel 
L. Campbeil, who died in March last, was 
well known in London financial circles and 
was a member of our London Committee. 
Sir W. Peter Rylands, Bt., who died in 
October last on the eve of his eightieth birth- 
day, was prominently associated wiih the 
industrial and commercial life of the 
country. He was a member of our board for 
nearly twenty-five years. Both these direc- 
tors gave their valuable services unstintingly 
to the Bank. 

For reasons of health, Sir Samuel Turner, 
a deputy chairman of the Bank and a member 
of our London Committee, desired to give up 
his seat on the board. His colleagues 
accepted his resignation with regret. For 
twenty years the benefit of his wide know- 
ledge and experience has been available to 
us, and I should like on your behalf to 
express appreciation of his invaluable help 
and to wish him and Lady Turner every 
happiness in the future. 


I also regret that The Rt. Hon. the Earl 
of Crawford and Balcarres feels it necessary 
to relinquish his duties as a director. He has 
now taken up ~esidence in Scotland and, 
owing to the difficulties of travelling, finds 
it inconvenient to attend our meetings in 
Manchester. 


During the year we have had pleasure in 
appointing the Hon. Josiah Wedgwood, Mr 
Geoffrey Parkes, C.M.G., and Mr Alan 
Russell to seats on the board. Mr Russell 
will also be a member of our London Com- 
mittee. 


THE YEAR’S ACCOUNTS 


Our report and annual statement of 
accounts have been drawn up to conform to 
the requirements of the Companies Act, 
1948. Apart from minor changes, you will 
see that the reserve has been divided so that 
we now show a capital reserve share premium 
account of £976,428 and a revenue reserve 
of £2,223,572 arrived at after making a 
transfer from the amount available for dis- 
posal, to which I will make reference later. 

During the past year, deposits have in- 
creased by over £13 million. Reflecting 
the general trend of banking figures, this 
upward movement seems to indicate that the 
country is not showing that measure of de- 
flation which, since 1947, has been accepted 
as the necessary initial step to recovery. If 
twelve months ago it was widely acknow- 
ledged that there was too much money, it is 
obvious that there is too much now. 

Arising out of our larger resources there 


have been changes in the distribution of our 
assets. Apart from necessitating an increase 
in cash, the additional deposits must be 
prudently employed by adding to the next 
lines of defence. Thus money at call and 
short notice and bills of exchange, consisting 
mainly of treasury bills, are increased by over 
£1,600,000. There is also an addition of £5 
million to treasury deposit receipts which 
more than offsets a fall in our investments. 
We may add that these continue to be mainly 
repayable at fixed dates and appear in the 
balance sheet at well below their market 
value. 

Our advances to customers have now 
reached £44,778,000, and it is satisfactory 
that our total Iendings, including the increase 
of nearly £7 million during the year, are well 
spread over a wide range of essential indus- 
tries, including agriculture. 

Of recent months there has been a general 
tendency for the financial resources of indus- 
trial concerns to be run down by the 
accumulation of larger stocks than are neces- 
sary for the amount of work in progress. 
Shortages provide the reason, many firms 
being unable to break the habit of acquiring, 
when given the chance, materials in great 
demand. Since controls and rationing denote 
scarcity, they foster the desire to overstock 
essential commodities. Moreover, if controls 
are enforced too long and have to be sum- 
marily withdrawn, such a sharp fall in prices 
may be precipitated as to embarrass the un- 
wary. All these circumstances obviously 
increase the pressure for bank accommodation 
and propositions have to be most carefully 
considered. Nevertheless, subject to the 
Chancellor’s directions, and, of course, within 
the limits of sound banking principles, we 
do all in our power to assist customers to 
overcome present abnormal conditions. 

Some small purchases made during the 
year account for the increase in bank 
property. Since, however, our properties are 
already shown in the balance sheet at a very 
conservative value we do not feel that further 
provision for depreciation is necessary this 
year. 

YEAR'S PROFIT 


Net profit for the year amounts to 
£525,432, an increase of £21,636 compared 
with the figure for 1947. We think this 
result may be regarded as satisfactory, bear- 
ing in mind it has been achieved despite 
high taxation and the inevitable increase in 
expenses. Previously provisions for bad and 
doubtful debts and contingencies have been 
made out of the current year’s profits. It is 
now considered desirable to conform to the 
general banking practice. This year, there- 
fore, net profit has been arrived at after 
paying all expenses, providing for taxation 
and after making a transfer to reserve for 
contingencies out of which full provision for 
bad and doubtful debts and other con- 
tingencies has been made. 


With the amount brough: forward fram 
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the previous year we have a dispou 
balance of £899,656. As indicated in the 
report we have allocated £200,000 to Teveniie 
reserve: we deem it Ccesirable to augment 
published reserves as and when it is 

to do so because of the increase in ¢ 
obligations. We have also applied £120,000, 
the same amount as last year, to ins 
and annuities fund. After these deduction; 
and allowing for dividend payments at the 
same rate as formerly, there remains sum 


of £294,016 to carry into the acco 
1945. aa 


I would draw the attention of shareholder 
to the fact that, because the new Compani 
Act requires three weeks’ notice to be given 
of our annual general meeting, dividend 


warrants will be posted a little later than hy 
been customary hitherto. 


SPECIALIST ACTIVITIES 


With so much attention directed to the 
export drive it is not surprising that oy 
foreign department has been working under 
considerable pressure throughout the year, 
It would be more pleasant to report that thér 
services had been related to the single task 
of co-ordinating finance to an ever-ex 
ing overseas trade, but the growth of buyety 
resistance abroad makes it _ increasingly 
necessary for exporters to seek alternative 
markets. 


Then, whilst it is a tribute to the recovery 
of this country that sterling is developing 
mto a hard currency in some quarters, that 
development, although it may be modified 
under the policy of inter-European grants, 
has led to discrimination against those 
exports we can best afford to supply. 


In such circumstances it is to be expected 
that our customers are taking full advantage 
of our export information service which, of 
course, was specially designed to give prac 
tical advice on all current financial and 
technical problems concerning overseas trade, 


Continuing the practice of paying visits 
abroad, our representatives have agai 
benefited from the opportunities of discuss 
ing personally with our foreign corte 
spondents the prospects for our exports ia 
important markets. 


There has been a steady expansion of 


every class of trustee business during th 
year, 


As the policy cf nationalisation develops, 
the re-investment of trust funds becomes 
more complicated and I would urge once 
again the need for a revision of the invest- 
ment clause in the existing Trustee Act. 


On no section of the community does the 
mass of new enactments press more heavily 
than on trustees. During the year they have 
had to consider the practical application of 
the Finance Act, 1948, with its “once for 
all” Special Contribution or Capital Levy. 
In addition the National Health Service Act, 
1946, has altered fundamentally not only the 
trusts administered by the Bank in favour of 
hospitals, but has made it necessary to 00m 
sider bequests contained in wills which were 
executed often many years ago in favour 
the voluntary hospitals. 


Of new legislation there is also the Town 
and Country Planning Act which, tnter 
vests in the State the development value 
all land and buildings. This makes 8 
cardinal change in the basis of the market 
valuation of land capable of development 
Although a compensation fund has been 
created to alleviate hardship, it seems if 
evitable that through the loss of rights of free 
development many owners will 
financially. I take, this opportunity 
reminding all those who own property hi 
to be affected by loss of development value 
that June 30th next is the final date for 
lodging claims for compensation and in n@ 
circumstances will this date be extended. » 


During the year our quarterly Review has 
m im increasing demand. Whilst the 
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subjects discussed have been topical and 
have covered a wide field of business 
interests, we have continued to pay particular 
atiention to current industrial problems. 


MANAGEMENT AND STAFF 


Mr Harold Mellor, M.Com., who has been 
secretary of the Bank since 1932 and who 
has given long and valued service to us, is 
retiring on pension. He will be succeeded 
by Mr S. H. Coomer, A.C.A., who has been 
assistant secretary for the past seven years. 


Throughout the year staff matters have 
been constantly under review. Our ex- 
servicemen are gaining experience and are 
being drawn upon for positions of greater 
responsibility. For members of the staff in 
executive positions we have been holding 
area conferences sO as tO permit a more 
personal exchange of views and experiences 
between them and our higher officials. Many 
practical difficulties have been debated, and 
these meetings have also provided an excel- 
lent opportunity for branch managers to dis- 
cuss with mutual advantage the technical 
difficulties encountered in connection with 
foreign banking and work associated with 
the executor and trustee department. In 
addition the general managers and their 
assistants have visited many offices of the 
Bank: in this way they not only make per- 
sonal contact with managers but also with 
the staff. 


Some of our senior officials attended the 
Institute of Bankers’ International Summer 
School at Christ Church, Oxford, last Sep- 
tember. Altogether there were more than a 
hundred visitors from overseas representing 
thirty-one countries. Great credit is due to 
the Institute in regard to the high standard 
of the lectures and the excellence of the 
social activities which promoted much useful 
discussion of technical preblems. 


Although the task has not been easy at a 
time when the volume of work has been 
increasing, and when we have been called 
upon to cope with many new regulations and 
to supply additional statistics, the importance 
of the initial training of young entrants has 
not been overlooked. Much has been done 
to ensure the smooth working of the whole 
of the Bank and it is indeed creditable that 
daily duties have been so conscientiously and 
ably discharged. The difficulties as well as 
the achievements have been considerable and 
I welcome the opportunity of expressing to 
all concerned a full measure of thanks for 
their loyal service. 


THE EVILS OF INFLATION 


It would be wrong not to commend the 
Chancellor’s austere but courageous exhorta- 
tions and to recognise that progress has been 
made during the past year along the road to 
financial stability. But our economic recovery 
is still very slow. Although many other 
countries have been even less able than our- 
selves to deal with this problem, the measure 
of our success has been disappointing. There 
has, of course, been a substantial increase in 
tevenue, but this is not enough. What is 
discouraging is the volume of Government 
expenditure. Part of this ‘is due to the 
unavoidable and heavy cost of the occupation 
of Germany and of re-armament. Yet much 
ef the balance could be curtailed or delayed 
until more normal times. 


_ Until expenditure is substantially reduced 
it seems evident that the menace of rising 
piices, wages and costs of production will not 
recede and that we shall have no real chance 
of emerging from our present difficulties. 
Notwithstanding subsidies, penal taxation and 
dividend limitation, wages continue to in- 
crease and applications for further advances 
appear to be imminent. If these are con- 
ceded the effect, quite apart from the infla- 
bonary aspect, will be to raise production 
costs still higher and add to the risk of 
creasing the resistance from overseas cus- 
tomers which is already beginning to emerge. 


HAMPERING PRODUCTION 


_A reduction in public expenditure would 
diminish the volume of money and a reduc- 
tion in private expenditure would follow. 
If, in the absence of increased production, a 
diminished volume of domestic trade results, 
this, together with the weariness and feeling 
of frustration which so widely prevail, is part 
of the price we have to pay in our straitened 
circumstances, though the effect on incentive 
cannot be ignored. On the other hand, since 
purchase tax was introduced to augment 
revenue and curb shop sales, its reduction 
should follow any decrease in public and 
private spending. Whilst, therefore, a con- 
unuance of, or some alternative to, this tax 
may have to be accepted as a postwar 
burden, modification should lessen the 
impact on the home market of reduced 
spending. At least on better quality articles 
there might be an adjustment of the high 
tate which at present presses so hardly upon 
manufacturers who are seeking to raise the 
standard of their products. 


_ Of equal importance, a reduction in spend- 
ing would open up the way for a relaxation 
of rationing and other physical controls 
which, apart from other benefits, would 
release manpower. It would be interesting 
to know how many persons are today em- 
ployed in unproductive activities arising sout 
of Government control. We are told that 
lack of manpower holds up the production 


. drive, yet it is clear that the abandonment 


of more controls would release large numbers 
of non-productive workers. These relaxa- 
tions should also reduce existing hindrances 
to both production and distribution. The 
further removal of controls should go some 
way towards reviving healthy competition 
and business enterprise, and by raising output 
should help to dispose of inflation just as 
effectively as by curtailing the supply of 
ready money for spending. 


THWARTED ENTERPRISE 


Industry has been addressed with two 
conflicting voices. It has been exhorted to 
increase its efficiency and to modernise its 
equipment, but at the same time to restrict 
its expenditure as a means of curtailing in- 
flation. In a period of rising prices the 
consequences have been unfortunate. Liquid 
fesources set aside for capital replacement 
have had to be used for the replenishment 
of stocks. In the meantime the costs of 
machinery and modernisation have risen to 
an abnormal degree. The position is further 
aggravated by heavy taxation, whilst deprecia- 
tion allowances, though materially larger than 
they were, are inadequate in relation to 
existing values. These unfavourable condi- 
tions press with peculiar severity upon small 
and medium-sized firms which still consti- 
tute by far the greater part of the industrial 
community. 

The irresistible conviction arises that the 
Government is trying to do too much and 
too fast. It has already nationalised more 
than enough and has sufficient material to 
consolidate without embarking upon fresh 
adventures. From an economic standpoint, 
the over-developed Government activities, 
which consume so large a volume of man- 
power, should certainly be curtailed. Beyond 
this, however, the country is undertaking a 
much wider range of economic activities than 
our limited physical resources and manpower 
can achieve. It is in such confusion that 
the evils of inflation become so apparent 
and it was, of course, to rectify the position 
that the disinfiationary policy of this year 
was formulated in an attempt to concentrate 
resources upon the most vital industries. By 
reducing spending pressure it was hoped to 
achieve a transference of workers to essential 
trades. But obviously something more drastic 
than this is required. 


THE NEED FOR EXPORTS 


The demand for consumer goods remains 
high and capital outlay still competes for re- 
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sources with our export trade, In short, the 
old order persists and raw material supplies 
and workers are withheld from where they 
are most urgently needed. Although our 
future existence depends on exports and 
although world demand for the right type 
of exports is assured, we are unable to make 
the adjustments in internal consumption 
which could facilitate the production of com- 
petitively priced exports. Plainly the re- 
luctance to change is too strong. Yet be- 
cause of our dependence on international 
trade and in order to make good the war- 
time drain on our resources, we need the 
utmost adaptability on the part of both in- 
dustry and workers. So changes must come, 
It is most undesirable that this should be 
done by direction, but, profiting by experi- 
ence, financial policy could be made more 
effective in order to achieve its original 
objective of utilising national effort to the 
very best advantage. By this means, 
indirectly and by degrees, a shift of emphasis 
in the various activities of the community 
should follow. 


The difficulties which will be encountered 
in altering the structure of industry and in 
redistributing labour are not to be minimised. 
But with such world-wide shortages to be 
made good no time could offer better oppor- 
tunity than the present for effecting the 
necessary adjustments. Postponement in the 
hope that there will be second opportunities 
should not be considered, and indeed might 
risk serious unemployment. 


TEXTILE TRADE PROBLEMS 


Cotton and rayon have made progress in 
several directions. Production methods have 
been improved and personnel has increased, 
though the total number of operatives is still 
much smaller than could be wished. The 
cost of raw materials is too high and, if not 
arrested, the competition of synthetic pro- 
ducts may well become increasingly formid- 
able to cotton-growing and wocl-producing 
countries in the future. The constant varia- 
tions in the price and quality of raw cotton 
have also been the cause of much anxiety 
to spinners, and the present facilities avail- 
able to the trade are not yet comparable to 
those which were so ably aaied before 
the war by the Liverpool merchants and 
brokers. 


Controls have been substantially relaxed 
and licences are no longer required for rayon 
or for a considerable number of cotton goods. 
These changes are very beneficial not only in 
facilitating export, but in helping to elimf- 
nate the time and labour involved in carrying 
out the attendant regulations. The question 
of price becomes of increasing importance 
and, if Japanese competition re-emerges on 
the basis on which it was conducted before 
the war, the situation can only be regarded 
with serious concern. 


FARMING PROGRESS 


Despite the anxiety caused by the vagaries 
of the weather, British agriculture last year 
made real progress towards increasing its 
production. The importance of building up 
livestock has not been overlooked by the 
Government, since one of the limiting factors 
has been partially removed by an increase 
in the feciluaa-aralt rations. The labour force 
is also slowly growing and, although not 
yet as large as was advocated by the Economic 
White Paper, its shortage s been less 
apparent than might have been feared owing 
to an increasing supply of British-made 
machinery. 


The farmer as well as the industrialist is 
finding that heavy taxation is it diffi- 
cult for him to ors for capital improve- 
ment. The problem is a pressing one as, 
looking further ahead, it is clear that the 

rospective expansion in production will call 
or commensurate capital expenditure. It is 
to be hoped that the Government will take 
full cognizance of this fact: otherwise the 
fulfilment of the four-year plan for agricul- 
ture will be seriously jeopardized. 
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DISTRICT BANK LIMITED 


SATISFACTORY RESULTS—INCREASED PROFIT 


EVILS OF INFLATION—NEED FOR EXPORTS 


STATEMENT BY THE CHAIRMAN, SIR THOMAS D. BARLOW, G.B.E. 


The Chairman, Sir Themas D. Barlow, 
G.B.E., has cisculated, with the report and 
accounts, the following statement to the 
shareholders of District Rank Limited, prior 
to the 119th annual general meeting to be 
held, on the 11th proximo, at the Head Office, 
Spring Gardens, Manchester :— 

With great sorrow I have to record the 
death, during the past year, of two dis- 
tinguished members of the board. Sir Nigel 
L. Campbell, who died in March last, was 
well known in London financial circles and 
was a member of our London Committee. 
Sir. W. Peter Rylands, Bt, who died in 
October last on the eve of his eightieth birth- 
day, was prominently associated with the 
industrial and commercial life of the 
country. He was a member ef our board for 
nearly twenty-five years. Both these direc- 
tors gave their valuable services unstintngly 
to the Bank. 

For reasons of health, Sir Samuel Turner, 
a deputy chairman of the Bank and a member 
of our London Committee, desired to give up 
his seat on the board. His colleagues 
accepted his resignation with regret, For 
twenty years the benefit of his wide know- 
ledge and experience has been available to 
us, and I should like on your behalf to 
express appreciation of his invaluable help 
and to wish him and Lady Turner every 
happiness in the future. 

I also regret that The Rt. Hon. the Earl 
of Crawford and Balcarres feels it necessary 
to relinquish his duties as a director. He has 
now taken up ~vsidence in Scotland and, 
owing to the difficulties of travelling, finds 
it inconvenient to attend our meetings in 
Manchester. 


During the year we have had pleasure in 
appointing the Hon. Josiah Wedgwood, Mr 
Geoffrey Parkes, C.M.G., and Mr Alan 
Russell to seats on the board. Mr Russell 
will also be a member of our London Com- 
mittee. 


THE YEAR’S ACCOUNTS 


Our report and annual statement of 
accounts have been drawn up to conform to 
the requirements of the Companies Act, 
1948. Apart from minor changes, you will 
see that the reserve has been divided so that 
we now show a capital reserve share premium 
account of £976,428 and a revenue reserve 
of £2,223,572 arrived at after making a 
transfer from the amount available for dis- 
posal, to which I will make reference later. 

During the past year, deposits have in- 
creased by over £13 million. Reflecting 
the general trend of banking figures, this 
upward movement seems to indicate that the 
country is not showing that measure of de- 
flation which, since 1947, has been accepted 
as the necessary initial step to recovery. If 
twelve months ago it was widely acknow- 
ledged that there was too much money, it is 
obvious that there is too much now. 

Arising out of our larger resources there 


have been changes in the distribution of our 
assets. Apart from necessitating an increase 
in cash, the additional deposits must be 
prudently employed by adding to the next 
lines of defence. Thus money at call and 
short notice and bills of exchange, consisting 
mainly of treasury bills, are increased by over 
£1,600,000. There is also an addition of £5 
million to treasury deposit receipts which 
more than offsets a fall in our investments. 
We may add that these continue to be mainly 
repayable at fixed dates and appear in the 
balance sheet at well below their market 
value. » 

Our advances to customers have now 
reached £44,778,000, and it is satisfactory 
that our total lendings, including the increase 
of nearly £7 million during the year, are well 
spread over a wide range of essential indus- 
tries, including agriculture. 

Of recent months there has been a general 
tendency for the financial resources of indus- 
trial concerns to be run down by the 
accumulation of larger stocks than are neces- 
sary for the amount of work in progress. 
Shortages provide the reason, many firms 
being unable to break the habit of acquiring, 
when given the chance, materials in great 
demand. Since controls and rationing denote 
scarcity, they foster the desire to overstock 
essential commodities. Moreover, if controls 
are enforced too long and have to be sum- 
marily withdrawn, such a sharp fall in prices 
may be precipitated as to embarrass the un- 
wary. All these circumstances obviously 
increase the pressure for bank accommodation 
and propositions have to be most carefully 
considered. Nevertheless, subject to the 
Chancellor’s directions, and, of course, within 
the limits of sound banking principles, we 
do all in our power to assist customers to 
overcome present abnormal conditions, 


Some small purchases made during the 
year account for the increase in bank 
property. Since, however, our properties are 
already shown in the balance sheet at a very 
conservative value we do not feel that further 
provision for depreciation is necessary this 
year. 

YEAR’S PROFIT 


Net profit for the year amounts to 
£525,432, an increase of £21,636 compared 
with the figure for 1947. We think this 
result may be regarded as satisfactory, bear- 
ing in mind it has been achieved despite 
high taxation and the inevitable increase in 
expenses. Previously provisions for bad and 
doubtful debts and contingencies have been 
made out of the current year’s profits. It is 
now considered desirable to conform to the 
general banking practice. This year, there- 
fore, net profit has been arrived at after 
paying all expenses, providing for taxation 
and after making a transfer to reserve for 
contingencies out of which full provision for 
bad and doubtful debts and other con- 
tingenc.es has been made. 


With the amount brough: forward fram 
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the previous year we have a dispoas 

balance of £899,656. As indicated in ‘th. 
report we have allocated £200,000 to revenue 
reserve: we deem it Cesirable to augment oy 
published reserves as and when it is possible 
to do so because of the increase jp our 
obligations. We have also applied £120,009, 
the same amount as last year, to Pensions 
and annuities fund. After these , 
and allowing for dividend payments at the 
same rate as formerly, there remains a sum 
- fis to carry into the accounts: fg 


I would draw the attention of shareholders 
to the fact that, because the new Compania 
Act requires three weeks’ notice to be given 
of our annual general meeting, dividend 
warrants will be posted a little later than hy 
been customary hitherto. 


SPECIALIST ACTIVITIES 


With so much attention directed to th: 
export drive it is not surprising that og 
foreign department has been working under 
considerable pressure throughout the year, 
It would be more pleasant to report that thér 
services had been related to the single task 
of co-ordinating finance to an ever-expand- 
ing overseas trade, but the growth of buyery 
resistance abroad makes it _ increasingly 
necessary for exporters to seek alternative 
markets. 


Then, whilst it is a tribute to the recovery 
of this country that sterling is developing 
into a hard currency in some quarters, that 
development, although it may be modified 
under the policy of inter-European grants, 
has led to discrimination against thote 
exports we can best afford to supply. 


In such circumstances it is to be expected 
that our customers are taking full advantage 
of our export information service which, of 
course, was specially designed to give prac 
tical advice on all current financial and 
technical problems concerning overseas trade, 


Continuing the practice of paying visils 
abroad, our representatives have again 
benefited from the opportunities of discuss 
ing personally with our foreign corte 
spondents the prospects for our exports ia 
important markets. 


There has been a steady expansion of 


every class of trustee business during the 
year. 


As the policy of nationalisation develops, 
the re-investment of trust funds becomes 
more complicated and 1 would urge once 
again the need for a revision of the invest- 
ment clause in the existing Trustee Act. 


On no section of the community does the 
mass of new enactments press more heavily 
than on trustees. During the year they have 
had to consider the practical application of 
the Finance Act, 1948, with its “once for 
all” Special Contribution or Capital Levy. 
In addition the National Health Service Act, 
1946, has altered fundamentally not only the 
trusts administered by the Bank in favour of 
hospitals, but has made it necessary to 00m 
sider bequests contained in wills which were 
executed often many years ago in favour of 
the voluntary hospitals, 


Of new legislation there is also the Town 
and Country Planning Act which, inter 
vests in the State the development value 
all land and buildings. This makes 2 
cardinal change in the basis of the matket 
valuation of land capable of development 
Although a compensation fund has been 
created to alleviate hardship, it seems if 
evitable that through the loss of rights of free 
development many owners will suffer 
financially. I take, this opportunity of 
reminding all those who own property likely 
to be affected by loss of development valut 
that June 30th next is the final date for 
lodging claims for compensation and in 10 
circumstances will this date be extended. 


been in increasing demand. Whilst the 


During the year our quarterly Review has 


‘THI 


subjec 
have 

iniere’ 
alient 


z 


. 


# 


sbae 


riehlie 


ely 





‘SHE ECONOMIST, January 22, 1949 


subjects discussed have been topical and 
have covered a wide field of business 
interests, we have continued to pay particular 
atiention to current industrial problems. 


MANAGEMENT AND STAFF 


Mr Harold Mellor, M.Com., who has been 
secretary of the Bank since 1932 and who 
has given long and valued service to us, is 
retiring on pension. He will be succeeded 
by Mr S. H. Coomer, A.C.A., who has been 
assistant secretary for the past seven years. 


Throughout the year staff matters have 
been constantly under review. Our ex- 
servicemen are gaining experience and are 
being drawn upon for positions of greater 
responsibility. For members of the staff in 
executive positions we have been holding 
area conferences sO as tO permit a more 
personal exchange of views and experiences 
between them and our higher officials. Many 
practical difficulties have been debated, and 
these meetings have also provided an excel- 
lent opportunity for branch managers to dis- 
cuss with mutual advantage the technical 
difficulties encountered in connection with 
foreign banking and work associated with 
the executor and trustee department. In 
addition the general managers and their 
assistants have visited many offices of the 
Bank; in this way they not only make per- 
sonal contact with managers but also with 
the staff. 


Some of our senior officials attended the 
Institute of Bankers’ International Summer 
School at Christ Church, Oxford, last Sep- 
tember. Altogether there were more than a 
hundred visitors from overseas representing 
thirty-one countries. Great credit is due to 
the Institute in regard to the high standard 
of the lectures and the excellence of the 


HAMPERING PRODUCTION 


_A reduction in public expenditure would 
diminish the volume of money and a reduc- 
tion in private expenditure would follow. 
If, in the absence of increased production, a 
diminished volume of domestic trade results, 
this, together with the weariness and feeling 
of frustration which so widely prevail, is part 
of the price we have to pay in our straitened 
circumstances, though the effect on incentive 
cannot be ignored. On the other hand, since 
purchase tax was introduced to augment 
revenue and curb shop sales, its reduction 
should follow any decrease in public and 
Private spending. Whilst, therefore, a con- 
unuance of, or some alternative to, this tax 
may have to be accepted as a postwar 
burden, modification should lessen the 
impact on the home market of reduced 
spending. At least on better quality articles 
there might be an adjustment of the high 
rate which at present presses so hardly upon 
manufacturers who are seeking to raise the 
standard of their products. 


_ Of equal importance, a reduction in spend- 
ing would open up the way for a relaxation 
of rationing and other physical controls 
which, apart from other benefits, would 
release manpower. It would be interesting 
to know how many persons are today em- 
ployed in unproductive activities arising *out 
of Government control. We are told that 
lack of manpower holds up the production 


_ drive, yet it is clear that the abandonment 


of more controls would release large numbers 
of non-productive workers. These relaxa- 
tions should also reduce existing hindrances 
to both production and distribution. The 
further removal of controls should go some 
way towards reviving healthy competition 
and business enterprise, and by raising output 
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sources with our export trade, In short, the 
old order persists and raw material supplies 
and workers are withheld from where they 
are most urgently needed. Although our 
future existence depends on exports and 
although world demand for the right type 
of exports is assured, we are unable to make 
the adjustments in internal consumption 
which could facilitate the production of com- 
petitively priced exports. Plainly the re- 
luctance to change is too strong. Yet he- 
cause of our dependence on international 
trade and in order to make good the war- 
time drain on our resources, we need the 
utmost adaptability on the part of both in- 
dustry and workers. So changes must come, 
It is most undesirable that this should be 
done by direction, but, profiting by experi- 
ence, financial policy could be made more 
effective in order to achieve its original 
objective of utilising national effort to the 
very best advantage. By this means, 
indirectly and by degrees, a shift of emphasis 
in the various activities of the community 
should follow. 


The difficulties which will be encountered 
in altering the structure of industry and in 
redistributing labour are not to be minimised. 
But with such world-wide shortages to be 
made good no time could offer better oppor- 
tunity than the present for effecting the 
necessary adjustments. Postponement in the 
hope that there will be second opportunities 
should not be considered, and indeed might 
risk serious unemployment. 


TEXTILE TRADE PROBLEMS 


Cotton and rayon have made progress in 
several directions. Production methods have 
been improved and personnel has increased, 
though the total number of operatives is still 
much smaller than could be wished. The 


should help to dispose of inflation just as 


xpected ial activities which promoted much useful effectively as by curtailing the supply of cost of raw materials is too high and, if not 
vantage re hr . ae , . PP arrested, the competition of synthetic pro- 
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time when the volume of work has been 
increasing, and when we have been called 
upon to cope with many new regulations and 
to supply additional statistics, the importance 
of the initial training of young entrants has 
not been overlooked. Much has been done 
to ensure the smooth working of the whole 
of the Bank and it is indeed creditable that 
daily duties have been so conscientiously and 
ably discharged. The difficulties as well as 
the achievements have been considerable and 
I welcome the opportunity of expressing to 
all concerned a full measure of thanks for 
their loyal service. 


THE EVILS OF INFLATION 


It would be wrong not to commend the 
Chancellor’s austere but courageous exhorta- 
tions and to recognise that progress has been 
made during the past year along the road to 
financial stability. But our economic recovery 
is still very slow, Although many other 
countries have been even less able than our- 
selves to deal with this problem, the measure 
of our success has been disappointing. There 
has, of course, been a substantial increase in 
revenue, but this is not enough. What is 
discouraging is the volume of Government 
expenditure. Part of this is due to the 
unavoidable and heavy cost of the occupation 
of Germany and of re-armament. Yet much 
ef the balance could be curtailed or delayed 
until more normal times. 


_ Until expenditure is substantially reduced 
it seems evident that the menace of rising 
prices, wages and costs of production will not 
recede and that we shall have no real chance 
of emerging from our present difficulties. 
Notwithstanding subsidies, penal taxation and 
dividend limitation, wages continue to in- 
crease and applications for further advances 
appear to be imminent. If these are con- 
ceded the effect, quite apart from the infla- 
bonary aspect, will be to raise production 
Costs still higher and add to the risk of 
increasing the resistance from overseas cus- 
tomers which is already beginning to emerge. 


THWARTED ENTERPRISE 


Industry has been addressed with two 
conflicting voices. It has been exhorted to 
increase its efficiency and to modernise its 
equipment, but at the same time to restrict 
its expenditure as a means of curtailing in- 
flation. In a period of rising prices the 
consequences have been unfortunate. Liquid 
fesources set aside for capital replacement 
have had to be used for the replenishment 
of stocks. In the meantime the costs of 
machinery and modernisation have risen to 
an abnormal degree. The position is further 
aggravated by heavy taxation, whilst deprecia- 
tion allowances, though materially larger than 
they were, are imadequate in relation to 
existing values. These unfavourable condi- 
tions press with peculiar severity upon small 
and medium-sized firms which still consti- 
tute by far the greater part of the industrial 
community. 


The irresistible conviction arises that the 
Government is trying to do too much and 
too fast. It has already nationalised more 
than enough and has sufficient material to 
consolidate without embarking upon fresh 
adventures. From an economic standpoint, 
the over-developed Government activities, 
which consume so large a volume of man- 
power, should certainly be curtailed. Beyond 
this, however, the country is undertaking a 
much wider range of economic activities than 
our limited physical resources and manpower 
can achieve. It is in such confusion that 
the evils of inflation become so apparent 
and it was, of course, to rectify the position 
that the disinfiationary policy of this year 
was formulated in an attempt to concentrate 
resources upon the most vital industries. By 
reducing spending pressure it was hoped to 
achieve a transference of workers to essential 
trades. But obviously something more drastic 
than this is required. 


THE NEED FOR EXPORTS 


The demand for consumer goods remains 
high and capital outlay still competes for re- 


able to cotton-growing and wocl-producing 
countries in the future. The constant varia- 
uons in the price and quality of raw cotton 
have also been the cause of much anxiety 
to spinners, and the present facilities avail- 
able to the trade are not yet comparable to 
those which were so ably provided before 
the war by the Liverpool merchants and 
brokers. 


Controls have been substantially relaxed 
and licences are no longer required for rayon 
or for a considerable number of cotton goods. 
These changes are very beneficial not only in 
facilitating export, but in helping to elim!- 
nate the time and labour involved in carrying 
out the attendant regulations. The question 
of price becomes of increasing importance 
and, if Japanese competition re-emerges on 
the basis on which it was conducted before 
the war, the situation can only be regarded 
with serious concern. 


FARMING PROGRESS 


Despite the anxiety caused by the vagaries 
of the weather, British agriculture last year 
made real progress towards increasing its 
production. The importance of building up 
livestock has not been overlooked by the 
Government, since one of the limiting factors 
has been partially removed by an increase 
in the feeding-stuff rations. The labour force 
is also slowly growing and, although not 
yet as large as was advocated by the Economic 
White Paper, its shortage has been less 
apparent than might have been feared owing 
to an increasing supply of British-made 
machinery. 


The farmer as well as the industrialist is 
finding that heavy taxation is making it diffi- 
cult for him to provide for capital improve- 
ment. The problem is a pressing one as, 
looking further ahead, it is clear that the 

rospective expansion in production will call 
or commensurate capital expenditure. Ir is 
to be hoped that the Government will take 
full cognizance of this fact: otherwise the 
fulfilment of the four-year plan for agricul- 
ture will be seriously jeopardized. 
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“ SHELL” 


TRANSPORT AND TRADING 


COMPANY, LIMITED 


CAPITAL INCREASE APPROVED 
SIR FREDERICK GODBER’S SPEECH 


An extraordinary general meeting of this 
company was held, on the 18th instant, in 
London, to consider a resolution to increase 
the share capital of the company from 
£53,900,000 to £63,000,000 by the creation 
of 10,000,000 ordinary shares of £1 each. 

The chairman, Sir Frederick Godber, in 
the course of his address, said: My letter 
appended to the notice calling the meeting 
explains the purpose for which a portion of 
the new capital will be utilised. It mentions 
also that the proposed increase would leave 
a considerable amount of unissued capital 
after acquiring the shares of the Venezuelan 
Oil Concessions, Limited, and that there are 
no immediate plans for the issue of the 
balance. 


CAPITAL REQUIREMENTS 


Of the total proposed increase of 
19,000,000 new ordinary shares, not more 
than 5,100,000 shares will be required for 
the transaction now under consideration, but 
the balance would be readily available if re- 
guired for any future needs. 

Before coming to the main purpose of the 
meeting, I would like to take the opportunity 
to add a few general observations. 

In our circular letter, dated November 19, 
1947, and when I addressed you at the fol- 
lowing extraordinary general meeting, I 
explained in considerable detail the manage- 
ment’s views about the postwar development 
of the oil industry“and of the group's plans 
for expansion in all the manifold phases of 
ifs operations. 

From the survey then given to the stock- 
holders it was shown that the total amount 
of new capital required by the group was, 
so tar as could be foreseen at that time, 
some ~105,000,000 up to the end of 1949, of 
which £42,000,000 would be provided by 
your company and £63,000,000 by the Royal 
Dutch Company. 

As was shown in the statement circulated 
with the 1947 annual report and accounts, 
adopted on June 30th last, an amount 
slightly in excess of the equivalent of 60 per 
cent. of the £105,000,000 was provided by 
issues made by your company and the Royal 
Duich Company. 


WORLD-WIDE DEVELOPMENTS 


Since these issues were made, we have 
constantly had under consideration the ques- 
tion of providing the capital, not only for the 
balance of approximately £40,000,000 for 
the programme to the end of 1949, but, look- 
ing beyond that date, for carrying on our 
world-wide developments, and in the middle 
of 1948 negotiations were undertaken in 
New York for a loan to assist in financing cur 
capital requirements in the Western 
Hemisphere. 

In undertaking these negotiations we felt 
that the group was taking a leading part 
within the framework of the European Re- 
covery Programme, which looked to great 
international organisations to assist in the 
financing of their dollar capital requirements 
whenever possible through commercial 
channels. These negotiations were success- 
fully concluded and received the blessing of 
the various Governments concerned. The 
loan, which was made to one of the American 
subsidiary companies owned by the group, is 
for $250,000,000 on a long-term basis and 
on terms which we believe are fair and 
reasonable. 

Important as the capital background of the 
business is—no less important is what I may 
call the operating “economy,” for in its day- 
to-day problems and their successful solution 
lies the testing ground of the group’s success. 
I would like to assure you that the manage- 
ment of the group has under its constant 


care the matter of increasing in efficiency all 
the units of this great organisation. 

So far as the Venezuelan Oil Concessions, 
Limited, is concerned, it has become clear 
that the time has arrived when great advan- 
tage to all concerned would accrue by merg- 
ing in the group the balance of the shares 
of that company. The group holding, as you 
know, is already approximately 73 per cent. 

In studving the matter we were not con- 
cerned merely with an economy in “ over- 
heads,” but primarily to secure the much 
more important advantage of unifying and 
simplifying executive direction. I feel it is 
proper to emphasise that the combination 
will, in our view, greatly increase the 
efficiency and economy of the business. 

You may have seen the circular and offer 
from the Anglo-Saxon Petroleum Company, 
Limited, to me shareholders of the Venezue- 
lan oil concessions and the information given 
about your company, its operations and 
prospects. 


GROUP’S EARNING POWER 


In November, 1947, we stated that the 
group’s earning power would, in our belict, 
not only be well maintained, but considerably 
enhanced, by the programme of development 
for which the new money would be utilised. 
Although it is early days yet, I think I may 
say that this view has so far been well justi- 
fied in that the group’s earnings have already 
not only been maintained but considerably 
enhanced. 

As to the g:oup’s results for 1948, as com- 
pared with 1947, the preliminary figures show 
that the increase in profits of the group for 
1948 has been large. 1948 was indeed a good 
year for the oil industry in general and for 
the group in particular, and we are satisfied 
that when the final results of the group for 
that year are available they will fully confirm 
this view. 

You will realise, I am sure, that in giving 
you this indication I am not attempting to 
forecast the dividend policy of your company, 
for not only must your board keep constantly 
before it the large capital requirements of 
the group, to which 1] have already referred, 
but it must also take cognizance of the 
Government’s policy in this respect. 

In making the estimates of the group’s 
1948 results, the management have been no 
less careful than before in their depreciation 
policy and in making full provision out of 
revenue for the whole of the exploration and 
research expenditure: for the year 1948 the 
last two of these items alone accounted for 
more than £10,000,000. 

I need not emphasise the wisdom of the 
maintenance of this policy and particularly 
in this connection I would remind you of 
the great increase in the cost of replacements 
and modernisation. 

As you are only too well aware, the extent 
of the relief we receive from the taxation 
authorities against these is, in our opinion, 
inadequate, and for that reason alone I am 
sure no one would dissent from the prudent 
policy we are pursuing. 


THE FUTURE 


As to the future, your board is confident. 
Our products are needed in ever increasing 
quantities, and the steps which the group 
has taken will enable it to play its full part 
in meeting these demands. To this end we 
shall continue to follow what I hope vou 
will regard as a progressive policy of expan- 
sion in all phases of ou: great enterprise. 

As chairman of this company, and also as 
a director of the Venezuelan Oil Concessions, 
I have tried to view the Anglo-Saxon 
Petroleum Company offer from every point 
of view. 

I am of the opinion, as your chairman and 
as a shareholder, that I can recommend to 
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you the increase of capital proposed for 
consummation of this transaction, and [ wig 
take this opportunity of saying that I belj 
that ali interests, both from a_ short-term 
and from a long-term point of view, will be 
well served by its completion. 

Before putting the resolution there are 
points to which I should like to refer, 
first is the arrangements between the 
and the Royal Dutch. Apparently there way 
some misconception about these when 
circulars went out from the Anglo-Saxoa 
Petroleum Company to the shareh 
the Venezuelan Oil Concessions’ share, 
holders, although I hope that the letter wif 
have clarified the position. 


ACQUISITION ARRANGEMENTS 


The fact is that the burden of the acquis. 
tion of the shares of the Venezuelan Qj 
Concessions will be divided proportionately 
between Shell and Royal Dutch, having re. 
gard to their relative interests in the 
that is 40 per cent. Shell and 60 per cent 
Royal Dutch. This means that Royal Dutch 
will in fact acquire from your company 
sufficient Shell shares, at the market price 
to enable them with those already in their 
portfolio to supply the Anglo-Saxon 
Petroleum Company with the Shell shate 
necessary to acquire 60 per cent. of the 
minority shareholding of the Venezuelan Qf 
Concessions. 

The second point relates to the question 
of producing a consolidated account showing 
the position of the group’s princip:l operat. 
ing companies, namely : Bataafsche 
Petroleum Mij, The Shell Petroleum Com- 
pany, Limited, and Anglo-Saxon Petroleum, 
It is one which is very much present in our 
minds and is now the subject of study fo 
see how far it is practicable to go in thi 
direction. I hope we shall have something 
to tell you about the results of this study 
when the annua] accounts are presented later 
in the year. 

The resolution was carried. 





THE DECCA RECORD 
COMPANY, LIMITED 
IMPROVED RESULTS 


The nineteenth annual general meeting of 
the Decca Record Company, Limited, was 
held in London on the 20th instant. 

Sir Cyrii F. Entwistle, K.C., M.C. (the 
chairman), said that they hoped that the 
results would be considered satisfactory. 

Since the close of the year they had te 
ceived contracts from the Admiralty for an 
additional number of Decca Navigator 
receivers, and the system had now been 
officially approved and adopted by the Royal 
Navy as a standard fitting. The fitting of 
merchant ships had continued, including the 
Queen Mary. The problem of “ lane identi- 
fication” had been successfully resolved, 
and the Minister of Transport, the Right 
Hon. Alfred Barnes, M.P., had officially mt 
augurated the system yesterday at 
master station at Puckeridge. 

To turn to the record business, that had 
produced the excellent results that had made 
the finance of the Navigator developments 
possible. The turnover for the year 
been considerably in excess of that of the 
previous year. In the home market they 
been faced with increases in purchase wx 
on records. It was difficult to understat 
why that form of providing home entertaif- 
ment and education had been singled out for 
such severe taxation. Should the purchase 
tax be retained at the present high level, 
the home and export trade of the industty 
might be adversely affected. The rights t 
manufacture and ‘distribute Capitol R 
had been acquired and the records had already 
met with widespread public approval. ; 

Turnover for the current year showed af 
increase and, unless some unforeseen Cif- 
cumstances arose, the results for the yeat 
March 31 next should be at least & 
favourable. 

The report was adopted. 
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RICHARD HILL LIMITED 


RECORD OUTPUT 


THE IRON AND STEEL BILL 


THE CASE AGAINST SIR STAFFORD CRIPPS 


The fiftieth annual ordinary general meet- 
ing of Richard Hill, Limited, adjourned 
from the 29th ultimo at the registered offices, 
Newport Wire and Rolling Mills, Middles- 
brough, was continued at Winchester House, 
Old Broad Street, London, E.C., on the 4th 


inst. 

Mr. Herbert E. Hill, F.C.A. (chairman of 
the company), who presided, in the course 
of his speech, said: The pape which I 
encouraged you to entertain of the year to 
September 30, 1948, have been realised. 
Output was the greatest in our history. The 
increased profit arose from increased hours 
worked by our plant and the consequent fall 
in overhead expenses in relation to output. 


TRIBUTE TO OFFICIALS AND WORKPEOPLE 


I pay a warm tribute on your behalf to 
all those who are proud, each in his or 
her proper station, to serve this company 
enthusiastically and well. 

Three months of the current year have 
passed. Output and profits have again 
risen considerably. Steel is becoming avail- 
able in increasing quantities. Demand from 
our customers both at home and abroad 
is insatiable. 


LIMITATION OF DIVIDENDS 


In accordance with the request of the 
Federation of British Industries, we agreed 
to limit our dividend, I assured my co- 
directors that the F.B.I. could not have 
asked the whole of private enterprise to 
enter into such a bargain without obtaining 
a suitable undertaking from Sir Stafford 
Cripps. In fact such an undertaking was 
asked for by Sir Frederick Bain. Cripps 
“made a note of it.” 

At this time arrangements for the nation- 
alisation of the iron and steel industry were 
being actively pursued. The terms of 
“compensation” had been the subject of 
consideration by the Government for more 
than two years. Cripps knew this when 
he “made a note of it.” 


SHAREHOLDERS SWINDLED 


_In the iron and steel debate Cripps 
ridicules the suggestion that market values 
are not fair. Why did he not then have the 
common honesty to say this to Sir Frederick 
Bain? He realised how much it influenced 
Sir Frederick Bain. 

Cripps must have known perfectly well 
what he was doing. 


SIR FREDERICK BAIN BETRAYED 


He utterly betrayed Sir Frederick Bain 
who was helping him wholeheartedly to 
Catry out the policies of the Government. 

Everyone feels sympathy for Sir Frederick 
Bain. He was entitled to believe that his 
request would be granted as it was not then 
waived aside. Just as we were entitled to 
assume that he ‘had protected our interests. 
It has been a reasonable assumption, before 
this Government came to power, that the 
Chancellor is a man of honour. 

I have dealt with this matter at length 
So that you may be left with no doubt in 
your mind that this is not ap idle fantasy 
about a politician who is generally regarded 
as a high-minded and disinterested member 
of the administration. 

We are not considering the actions of a 

lanced man, but a man who thinks that 
any acuions are justified to carry out his own 
Political beliefs. His political -beliefs are in 
his view the only political beliefs which have 
any worth. Therefore, they must be accepted 


by Parliamentary process or, if not, he 
advocates unconstitutional metheds. 


LOST IN HIS OWN CONCEIT 


To become a man so utterly lost in one’s 
own conceit and ambitions is to ensure that 
one’s intellectual integrity becomes captive 
to one’s bias. The explanation of the un- 
balance in Cripps’s mind is that he uses his 
intellectual capacity only to further his own 
views and designs and not to inquire into 
what is right and equitable. 


A GREAT TRAGEDY 


It is indeed a tragedy that a man who has 
a brilliant mind could so much better serve 
his country in its present need if for his 
arrogance, conceit and venomous bias were 
substituted tolerance, humility and a deter- 
mination to strive for the truth. Instead he 
is taking his country nearer to the abyss by 
the present measure which will cause wide- 
spread disruption of industry and further 
istrust of the Government by industry. 
_ I will not weary you with the particular 
injustice to Our Company ; my circular to you 
sets the case out clearly. 

I will now deal shortly with certain argu- 
ments put forward by Cripps. 


ARBITRATION 


Mr Churchill advocated that those com- 
panies which were not satisfied as to the 
terms of compensation should be enabled 
to resort to arbitration. Cripps waived this 
aside by saying that Parliament must fix 
terms. I suggest that they are afraid to have 
a case submitted to any independent tribunal. 
The dictum of the Master of the Rolls that 
Stock Exchange quotations are an unfair basis 
for fixing compensation is no doubt promi- 
nent in Cripps’s mind. 

The Government should think again. 
They should consult men of experience and 
integrity who are not party politicians. The 
advice they will get is to delegate the respon- 
sibility for fixing compensation to a tribunal 
to be set up for this express purpose. 


DEATH DUTIES 


Cripps says that market quotations which 
are fair in the case of death duties are fair in 
the case of shareholders who are being expro- 
priated. A dead man’s securities have to be 
sold to pay duties or to distribute his estate 5 
it is mere interim accounting. The Govern- 
ment collects its death duties each time a 
holder dics. Nationalisation is final account- 
ing with people who are not dead and who 
have hopes for the future. It is entirely inap- 
propriate to confuse these two completely 
different matters. 

It would be impossible to engage a team 
of Government valuers and experts to arrive 
at a proper valuation of shares each time a 
shareholder dies. 

It is entirely different when the whole of 
the shareholders of 107 companies are being 
expropriated with average compensation of 
£3,000,000 per company. This is surely an 
occasion when no trouble can be too great to 
arrive at a real value for compensation pur- 
poses. 


STOCK EXCHANGE COUNCIL’S VIEW 


Suggestion is made that no-one seriously 
can consider that Stock Exchange prices are 
not fair as a basis for compensation. There 
is in fact, hardly anyone who agrees with 
Cripps, and prominent among those who dis- 
agree with Cripps’ arguments is the Stock 
Exchange Council, which castigates the 
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Government for this inequity, (Among the 
members of the Stock Exchange Council is 
Sir Edward Cripps, who is the Government 
broker. We therefore find this extraordinary 
situation where the Government’s own adviser 
is attacking them for their dishonesty, indeed 
a “ Crippsian situation.”) 


REINVESTMENT 


Suggestion is made by Cripps that people 
who are paid £300,000,000 for cecneaman ae 
can buy the same sort of securities as will put 
them in the position that they are in now. 
Not only are such people faced with stamp 
duty and brokerage, they are faced with the 
compeution of every other shareholder who 
is trying to do the same thing at the same 
time. It may sound just to the dashing 
Trojan cavalymen in the Government, but 
it does not make sense to men of business. 


SPECULATION IN STEEL SHARES! 


_ Cripps said that there had been speculation 
in steel shares in October, which nearly 
resulted in the Governmeni reconsidering the 
basis of compensation. This speculation was 
caused by information disseminated by a - 
firm of stockbrokers that the Government 
realised how inequitable it would be to com- 
pensate shareholders on the basis of market 
quotations and would do so on the basis of 
agreement or arbitration. As a result in- 
vestors were prepared to buy steel shares at 
prices which they knew were ridiculously low. 
Second thoughts on the honesty of the 
Government resulted in a loss very shortly, 
but the thing to remember is that Cripps was 
perfectly willing to discard the whole of his 
arguments which he put before the House if 
Stock Exchange quotations had not effectively 
swindled steel shareholders by reason of a 
rise in price on the Stock Exchange. 


CHOICE OF DATE 


The dates chosen, October Ist to 25th, 
operated with particularly, severe injustice to 
the shareholders of this company. The 
results of last year’s trading were published 
on October 27th and unsuspecting share- 
holders who purchased shares in this com- 
pany in the following two days, during which 
they rose, thus faced a loss of 15 per cent. 
of their capital within a few hours of 
purchase. 


PROTECTION OF TAXPAYERS 


Another argument was raised that no con- 
sideration was given by the Opposition to 
the taxpayers who are the eventual pur- 
chasers of these securities. I would say that 
there are no responsible directors of any steel 
company who would encourage their share- 
holders to obtain more than was a proper 
price for their holdings. 


A FORMULA THAT SWINDLES NOT EQUITY 


The electors gave a mandate to pay a fair 
price, and it is an insult to suggest that they 
gave a mandate to rob. The truth of the 
matter is that the Government hatched a 
formula which effectively swindles. They 
did not seck to apply the formula to 
individual cases and defend their basis in 
individual cases. They sav that the formula, 
as a whole, works and that it is convenient, 
It seems to me to be a terrible thing that 
Cripps, a King’s Counsel, and his colleagues, 
who include many barristers and solicitors, 
should ever give breath to the suggestion 
that convenience is more important than 
equity. We should perhaps refer to what 
Shinwell said as to compensation after the 
Bank of England was taken over by the 
State. He then said that no one in the future 
could expect such generous treatment. This 
is the heart of the matter. They have a 
formula which helps them in their class war, 
and reason, honesty and equity have been 
thrown overboard and sophistry has been 
used to fog the clear issue, 
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CHILDISH ARGUMENTS 


Other childish suggestions were put for- 
ward by Cripps which were utterly unworthy 
of any responsible person. “The total which 
will be paid for quoted securities is £243 
million in respect of £134} milhon of paid-up 
capital. On the average £101.6 will be paid 
for every £100 of loan stock, £1 10s. on 
the average for every £1 preference and 
£2 6s. 8d. on the average for every £1 of 
ordinary stock.” ‘This is pure sophistry and 
dangerously misleading. Has Cripps never 
heard of writing down of capital? of un- 
distributed profits? of inflation? of the fall 
in interest rates? of issues at a premium? 
He has all the opportunities of finding out 
precisely what sums have been subscribed 
for present capital. Why did he not find 
out and put these figures before Parliament? 
To fail to do so and to put forward these 
figures was to treat Parliament with 
contempt. 

This company will put forward to the 
Ministry a case for the “hiving off” of the 
larger portion of its business, but it is 
impossible to give any grounds for optimism 
as to the outcome of this. Stockholders will 
be immediately informed of any results. 


CENTRAL AND DISTRICT 
PROPERTIES, LIMITED 


REORGANISATION OF PREFERENCE 
CAPITAL 


A separate meeting of the preference share- 
holders of Central and District Properties, 
Limited, was held, in London, on the 17th 
instant. Mr R. L. Tillett, F.C.A., presided, 
and in the course of his speech stated: — 

We consider the proposals now before you 
to be a very necessary part of the process of 
putting your company into the front rank of 
property investment companies. We desire 
to create the circumstances in which further 
capital could be raised if it became desirable 
although, perhaps I should add, we have no 
proposition before us at the present time 
which calls for any such operation. 

Before submitting the present proposals, 
we considered at least a dozen alternatives, 
and although those before you may not be 
perfect, they, in our opinion, are the fairest 
that can be devised in the present circum- 
stances, dealing as they do once and for all 
with the difficulties of the company and 
opening up the prospect of a future with the 
payment of regular dividends to the prefer- 
ence shareholders and perhaps, in a year or 
so, some return to the ordinary shareholders. 

Certain substantial payments, not envisaged 
or provided for when this company was 
launched, notably war damage contributions, 
have had to be provided, with the result that 
the credit balance on revenue account is just 
not available in cash. To replace these funds 
your directors consider further permanent 
capital must be introduced. and to attempt 
to provide the moneys by short-term finance 
is really only putting the question off for the 
time being. 

The main criticism is in connection with 
the proposed reduction of the preference 
dividend from 6 per cent. to 5 per cent. 
which your directors ask you to accept for 
the future as your contribution to the com- 
plete restoration of your company to full 
health and vigour. 

The ordinary shareholders for their part 
are asked to make, in our opinion, a larger 
sacrifice in so far as they are surrenderin 
to the subscribers to the new £50,000 of 
ordinary capital, 25 per cent. of the equity 
to which they are entitled, not only 25 per 
cent. of future profits distributable to the 
ordinary shareholders, but 25 per cent. of 
the surplus of assets which would be avail- 
able to them in the event of liquidation. 

On a poll being taken, the resolution before 
the meeting was carried, and at the subse- 
quent extraordinary general meeting of both 
classes of shareholders, the resolution was 
carried in like manner. 


. 
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CROMPTON PARKINSON, LIMITED 


RECORD OUTPUT AND PROFIT 


COMPANY'S PART IN EXPORT DRIVE 


MR ALBERT PARKINSON’S REVIEW 


The thirty-fifth annual general meeting of 
Crompton Parkinson, Limited, was held in 
London on Friday, the 14th instant, the 
chairman, Mr Albert Parkinson, MBE, pre- 
siding. The following is the chairman’s 
speech: 

Ladies and Gentlemen,—Your response to 
the offer of shares made with your approval 
in May, 1948, clearly indicates your con- 
fidence in the future of your company. We 
asked for £1,025,932 and you offered by 
acceptance of rights and application for 
excess shares, a total of £2,288,035. Your 
directors hope and believe that you will also 
share with them a feeling of pride in the 
past achievement of your company, of which 
the results shown in the accounts and reports 
now presented to you are the latest evidence. 
I do not mean to imply that your board 
measures achievement solely in terms of 
profits, but the long period of successful 
operation, culminating in the record output 
and record success of the past year can, I 
suggest, be regarded as evidence of proper 
expansion and efficient production and 
sales 

In looking back at the past year I am not 
sure whether our difficulties have been 
slightly less acute than in the previous year 
or whether we have become more adept in 
overcoming them; perhaps a little of each 
may have contributed to the results now 
before you, and your directors invite you to 
join them in expressing a sincere apprecia- 
tion of the skill, energy and devotion of all 
those who have laboured individually and as 
a team for the welfare of the company. 


THE YEAR'S RESULTS 


The accounts now before you comply with 
the requirements of the Companies Act, 
1948, and comprise the balance sheet of the 
parent company and a consolidated balance 
sheet and profit and loss account of your 
company and its subsidiaries. 

My comments on these accounts will be 
based on the consolidated accounts. Now 
that such accounts will become a regular 
feature of our annual report, and notwith- 
standing the fact that the parent company 
is the company in which you are most 
directly interested, I believe a review of the 
operations of the group as a whole will be 
better if related to the consolidated accounts 
than it would be if, as in past years, it were 
related only to the accounts of the parent 
company. 

The consolidated profit and loss account 
has been drawn up to show not only the 
consolidated profits of the group, but also 
the profits of the parent company, thus 
obviating the inclusion of a separate profit 
and loss account for the parent company. 

The trading profit of £1,687,968 is the 
highest ever achieved by the group, and is 
the result of a year of record sales, combined 
with a higher degree of manufacturing 
efficiency. 

By agreement with our partners, the 
Austin Motor Company, Limited, the satis- 
factory profits earned by the joint company 
of Austin Crompton Parkinson Electric 
Vehicles, Limited, have been carried forward 
in that company’s accounts, and this decision 
is the main cause of the fall in income from 
trade investments, , 


DEPRECIATION OF FIXED ASSETS 


The substantial increase in the provision 
for depreciation of fixed assets has been 
brought about by several factors. The in- 
creasing costs of plant, tools, furniture, fix- 
tures, etc., for replacement and expansion 


have now raised the total value of such asset, 
in the parent company to a point where the 
sum of £25,000 (which has been i 
annually for many years) is inadequate tp 
provide for depreciation at the conservative 
tates adopted by your board. For the same 
reasons the amount provided by subsidi 
companies is also considerably increased, 

For some time past provision has beeq 
made by subsidiary companies for deprecia: 
tion and obsolescence of land and buildj 
and from time to time amounts have been 
written off this item in the parent com 
Your directors have now decided, 
regard to the high cost of replacement, to 
make regular provision for such depreciation 
and obsolescence in the parent company, It 
has always been, and will continue to be, 
your boards policy to maintain all the assets 
of the company in first-class condition, 

In regard to directors’ emoluments, ] 
would point out that the five executive 
directors are included under management 
services, but are not included under fees, a 
the articles of association of the company 
do not provide for the payment of fees 
executive directors as such. 

Over two-thirds of the expenses in con 
nection with the increase of capital repre- 
sents the duty on the bonus issue of new 

A” ordinary shares, usually referred to a 
the bonus tax. 

The >rofits taken to account by Crompton 
Parkinson, Limited, at £522,065 afford a 
comparison with the final net profits of 
Previous years as shown in the profit and 
loss accounts of the parent company in the 
past. 


PROVISIONS NO LONGER REQUIRED 


I would especially direct your attention to 
the amount cf £596,952 representing pro- 
visions no longer required and profits te 
lating to previous periods. During and since 
the war industrial conditions have contained 
many uncertainties, and your directors have 
considered it advisable from time to time t 
include in the accounts certain substantial 
provisions to protect subsequent financial 
periods from the effect of events with pos 
sible liabilities which, at the time the pro 
visions were made, seemed likely to occur 
and which could be said to have had theif 
foundations in the periods in which the 
provisions were made. Such provisions wert 
made on a conservative basis in accor 
with your board’s general policy. Although 

resent industrial conditions still contain a 
arge measure of uncertainty, your directors 
feel able to assess more accurately the cuf- 
rent requirements, and have done so, with 
the result that the above-mentioned sum has 
beea released. 


THE CONSOLIDATED BALANCE SHEET 


Turning to the consolidated balance sheet, 
you will understand that most of the increase 
in the issued “A” ordinary stock and the 
whole of the newly created capital reserve 
are the result of the issue of new “A” 
ordinary shares during the past year. The 
increase in the issued “A” ordinary s 
also includes the shares to which reference 
was made in your directors’ report last yeat, 
The completion of this transaction and @ 
the sale of shares in the Bombay manufat- 
turing company (to which I shall refer agaifl 
later) account for the reduction in the figure 
of gocdwill and, in the balance sheet of the 
Parent company, in the figure of shares 
subsidiary companies. The latter transaction 
also accounts for the minority interest i® 
ordinary shares and the increased minority 
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interest in reserves and profit unappropriated 
subsidiary companies in the consolidated 
balance sheet. ; 


It will be noted that the company has 
adopted the book value of fixed assets at 
July 1, 1948, as the valuation of such assets 
for the purposes of the Companies Act, 1948. 
Your directors have not considered the ex- 
ense and disturbance of a new valuation to 
be justified, and records of original costs 
are not fully available. 


STOCK-IN-TRADE AND WORK-IN-PROGRESS 


Perhaps the most noteworthy item in the 
consolidated balance sheet is stock-in-trade 
and work-in-progress, which has increased 
by £1,568,351. To some extent this increase 
is due to the continued rise of commodity 
prices, but the principal factor _is a sub- 
stantial increase in quantity. During and 
since the war the efficiency of production 
operations has been detrimentally affected to 
a serious extent by irregularity of supplies 
of essential raw materials and manufactured 
parts. In the past year some materials and 
parts have become more readily available, and 
the opportunity has been taken to build up 
stocks aS an insurance against future disloca- 
tion of production. In such matters, as 
indeed in all matters, the maintenance of the 
highest possible level of management and 
production efficiency is your board’s main 
consideration. ‘The return to more normal 
conditions of supply will enable an even 
higher efficiency to be attained, and will, at 
the same time, release funds to provide the 
means of paying for the expansion pro- 
grammes at present in hand. 


FUTURE ACCOUNTING PERIODS 


The value of the consolidated accounts as 
the mirror of the group’s activities and 
results will be enhanced in future years when 
we have arranged for the financial periods 
of the parent company and of all subsidiary 
companies to coincide. This arrangement 
calls for considereble administrative adjust- 
ments which it has not been possible to carry 
out this year. It will come into effect for 
the first time for the current financial period. 


When it is pointed out that of the sixteen 


payment of the dividends on the preference 
stocks from June and December to March 
and September of each year. This change 
will be effected by paying a special three 
months’ dividend on such stocks at the end 
of September, 1949, and thereafter the divi- 
dends will be paid at six-monthly intervals. 
The payment of interim dividends on the 
ordinary and “A” ordinary stocks will con- 
tinue to be made at the end of June in each 
year. 

Your directors are confident that you will 
accept these changes as being in the best 
interests of your company. 


OVERSEAS 


The task of consolidating and expanding 
cur overseas organisation has continued 
during the year under review, and is still 
continuing. Our efforts to aid the national 
economic effort have met with considerable 
success despite the many and _ increasing 
difficulties, principally import and currency 
restrictions abroad, and we shall continue to 
exert our full effort to increase still further 
the proportion of our products that is sold 
abroad. 

According to recent Board of Trade 
Statistics, exports from this country of the 
products of the electrical industry are at the 
rate of almost £100,000,000 a year, and in 
those sections of the industry in which we 
participate the rate is almost four times what 
it was in 1938. These figures are exclusive 
of the export values of many products of 
our industry which are included in other 
goods separately classified by the Board of 
Trade. 

These are remarkable figures which rank 
the electrical industry among the foremost 
contributors to the export drive. They 
demonstrate, too, the strength and vitality of 
the industry, and we may legitimately feel 
some pride in the contribution which your 
company has made towards the attainment 
of these results. 

The expanding development of secondary 
industries in many overseas countries and 
the commencement of such development in 
others cannot fail, in due course, to reduce 
or even eliminate such countries as markets 
for some of our products. Such develop- 
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DIVIDEND POLICY 


At the request of the Government and in 
company with most leading British com- 
panies, your board gave an undertaking in 
the early part of this year that the company 
would ain from increasing the rate of 
distribution of profits during the succeeding 
twelve months. Notification of this under- 
taking was given through the Press. 

Your board again recommends a final 
dividend of 7} per cent. and a cash bonus 
of 73} per cent. on the ordinary and “A” 
erdinary stocks of the company. Such re- 
commendation is in accordance with the 
financial policy adopted by your directors 
many years ago, the justification for which 
is evident in the accounts now before you. 
You are asked to sanction the recommended 
final dividend and cash bonus and also the 
usual dividends on the preference stocks. 
You will, no doubt, have observed that the 
amount required for the final dividend and 
cash bonus is greater than last year because 
they are payable on the new capital issued 
during the year. 

A further sum of £5,000 has been allocated 
to the central benevolent fund by your direc- 
tors. This fund is administered by one of 
eur subsidiary companies, Crompton Parkin- 
son Trustee, Limited. As the business of 
this subsidiary company is _ essentially 
different from the business of the rest of 
the group, we have applied for and received 
the consent of the Board of Trade to omit 
its balance sheet and profit and loss account 
from our consolidated accounts, and this has 
been done. 


GENERAL OUTLOOK 


The future of your company is bound up 
with the future of the electrical industry. 
We live today in a rapidly developing 
electrical age which seems likely to provide 

i many years to come an outlet for the 
products of an efficient British electrical 
industry. The improvement of industrial 
and commercial efficiency and of amenities 
in all phases of human activity depend to a 
considerable extent on the generation, dis- 
tribution and use of more electricity, and at 
all points in this line the electrical industry 
has an important contribution to make. 


1g pro- companies in the group, four terminate their ment does, however, lead to the enlargement The main products of your company may 
fits Te financial periods on March 31st, four on of our markets in those countries for the be classified as capital goods for which, as 
ad since April 30th, four on June 30th and four on heavier and more technically complex pro- our order book shows, there is still an un- 
vntained September 30th, you will understand we ducts for which our country and our com- satisfied demand. There is, however, a 
rs have have so far enjoyed the advantage of con- pany are so justly famed throughout the slackening of demand for some of our pro- 
One® siderable staggering of the administrative world. ducts that may be classified as consumer 
stantial work tnvelvel in the completion and pre- I am pleased to be able to record further goods. We are confident of our ability to 
snancal peration of the accounts of those companies. progress in Australia, India and New Maintain our position in the industry in 
th pos Under the new arrangement this advantage Zealand. and that we are entering the field whatever changing conditions may lie ahead. 
he pio will disappear, and our staffs and those of of local manufacture in South Africa. Our new factory at Doncaster is now in 
0 occur our auditors (who are also the auditors to During the past year we have concluded production in ali sections, and, having been 
id theit all but one of our home subsidiary com- an arrangement for the disposal of part of id out and equipped on the most up-to- 
co panies) will be faced with a formidable task. our interest in the Bombay factory to an date lines, is expected to show further 
ns 


For this reason your directors have decided 
ordance to adopt June 30th as the final conclud- 
Ichough ing date of the current and subsequent 


economies in production. The never-ending 
task of improving our other factories has 
made satisfactory progress throughout the 


Indian industrialist of high repute in his 
country. We were already associated with 
our new manufacturing partner in the opera- 




















ntain a financial periods of all companies in the tion of a joint selling company in India, and year. 
Lirectors group. By this means we expect to be able are now engaged on the formation of a In conclusion, may I repeat what has 
he cut- te revert to our previous practice of holding similar joint company in Pakistan. We been said many times before, but never with 
0, with the annual general meeting in December of believe the strengthening of these ties will more justification than now, that your direc- 
o> g ceting : 
ome each year and of paying at the end of that reatly assist the rapid and orderly develop- _—tors have full confidence in your company’s 
month whatever final dividend and cash ment of our joint interests in the Indien ability to continue to play its part in the 
bonus may be recommended and approved. peninsula to our common advantage. nation’s economy with credit to all who may 
<a To relieve to some extent the administra- Our interests in other overseas manufac- be associated with it. 
e sheet, tive pressure caused by these arrangements turing and selling companies continue to The report and accounts were unanimously 
increase your directors intend to change the dates of yield a satisfactory return. adopted. 
and the 
reserve NOTICES ; \ ERCHANT Bankers require recently qualified Chartered Accountant, 
y “Ee Ciemeneen 4¥i —Applications, giving age and qualifications, to Box 156, Derland 
. N experienced Chartered Accountant age 30 to 38 years is requires Advertising, 18/20, Regent Street, London, §.W.1. 
+h by vel i ial organisation. The appointment calls | —-———-———--———— ett ict dane, Ge a 
¥ stock for oulstuadian Se cdnalite Aue eractical knowledge of financial control SHRIDGE.—Course 8. The Farmer and the Nation’s Food. February 
erence and costing. A university degree would be an advantage. The post 1ith-14th. BE 3 
st yeat, is progressive and permanent and carries commencing salary up to Subjects: The World Food Situation. The Position of Agriculture in 
and of £1,500 per annum according to experience. Applications giving details Britain's Economy, Recent Changes in British Agriculture, Practical 
anufat- of qualifications and posts held should be sent in confidence to Box 33. Problems of the British Farmer. 
of again SiR ketscgsachn saab. ae aad wanes a — | Speakers ated we Rt. Hon. Viscount Bruce, C.H., M.C., and 
e figure ‘HARTER nours Final, industrial experience, R. T. Paget, M.P., K.C. 
4 f the EnoU nae Gh eats aenntion war record. Now partner Course 4. The Answers to Marx. February 18th-2ist. 
 S large professional firm, seeks change. Minimum £1,500 p.a—Box 38. | Subjects: The Teachings of Marx, The Economic Answer, The 
ares if —- sisi tail an Snatch tslicesi SS + | Philosophic Answer, Marxism in Practice. 
rsaction NH msi ience legal and Speakers inctude John Bowle, M.A., Ivor Thomas, M.P., J. M. Cameron, 
rest in Uracoseriel acute bee aoe end ansountancy anpectone®; Inclusive cost for week-end course, £3 10s. Applications to the Secre- 
ninority seeks position with prospects home or abroad.—Box 39. ' tary, Ashridge, Berkhamsted, Herts. Tel.: Little Gaddesden 3191. 
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Investment Statistics 


Company 

F. W. Woolworth and Co.—Record net 
profit before taxation of £9,879,924 against 
£9,603,834 is revealed in the preliminary 
profits statement of F. W. Woolworth & Co. 
for the year ending December 31, 1948. The 
increase from 74} per cent to 100 per cent 
in earnings on the ordinary capital has largely 
arisen from the substantial reduction in taxa- 
tion from £6,156,008 (Gncluding £570,000 
future tax) to £5,292,677 (as future tax). The 
total dividend and bonus of 70 per cent is the 
same as for the previous year. 

Carreras.—After providing for all charges 
including £1,110,070 (£1,057,227) for taxa- 
tion the balance of trading profit of Carreras 
for the year ended October 31, 1948 is given 
at £1,009,426 (£980,439). The dividend is 
unchanged at 35 per cent. Carry forward 
is up from £1,076,782 to £1,334,301. 

Westinghouse Brake.—The group profit 
after depreciation £98,864 (£83,956) and taxa- 
tion £209,123 (£145,426) of Westinghouse 
Brake and Signal for the 53 weeks to October 
2, 1948, amounted to £246,709 (£187,055). 
The dividend has been repeated at 14 per cent. 

British American Tobacco.—Owing to 
the considerable additional. work involved in 
the preparation of the first consolidated 
accounts of the company required by the 
Companies’ Act 1948 the completion of the 
audited accounts of British American Tobacco 
have been delayed. It is not expected that 
the accounts will be in the hands of share- 
holders until the middle of April next. In 
the past the declaration of the first interim 
dividend in respect of the current year has 
coincided with the signing of the accounts. 
The usual interim dividend of ls. free of tax 
per £1 ordinary stock unit was declared this 
week. No final dividend has yet been 
announced for the year ended September 30, 
1948 ; this must await the annual meeting 
to be held in May and any dividend recom- 
mended will be paid on June 30th. For 
1946-47 a final of 5 per cent tax free was 
paid making a total of 15 per cent tax free 
for the year. 


Capital Issues 


OFFER FOR SALE 
Melias and Pritchard. (Wholesale and 





retail provision merchants).—Lists will open 


and close on January 27th, for the offer for 
sale of 239,825 cumulative 5} per cent {1 
first preference shares at 23s. per share and 
$26,052 4s. ordinary shares at 17s. per share. 
Capital £530,852 in £250,000 cumulative 5} 
per cent. {1 first preference shares, £100,000 
in cumulative participating 7 per cent £1 
second preference shares and £180,852 in 
4s. ordinary shares. Group profit after depre- 
ciation but before deducting directors’ emolu- 
ments and taxation for periods within years to 
June 30th: 1939, £34,360 ; 1947, £193,531; 
1948, £256,507. Group assets at date within 
the year to June 26, 1948: Fixed assets, 
£472.830 ; total current assets, £491,273 ; net 
current assets, £120,162. The first pre- 
ference capital is covered 3} times. The first 
preference dividend was covered 15 times by 
profits for the year to June 26, 1948, and over 
10 times on a ten-year profits average. It is 
proposed to recommend a dividend of 35 per 
cent on the ordinary capital for the year 
ending June 30, 1949. Ar the offered price of 
17s. the ordinary shares yield 8.23 per cent. 


PUBLIC ISSUE 


Lipton.—Lists opened and closed on 
January 20th for the issue of 1,000,000 
cumulative redeemable 4 per cent {£1 pre- 
ference shares at 20s. 6d. per share. Capital, 
£2,312,500 in £1,000,000 cumulative redeem- 
able 4 per cent. £1 preference shares (sub- 
ject of the issue) and £1,312,500 in £l 
ordinary shares. Profit before taxation but 
after depreciation and debenture interest, for 
years to first week in January: 1939, £88, 672 
(53 weeks); 1947, £369,015; 1948, £407,058. 
Assets as at January 3, 1948: Fixed assets, 
£1,572,855; total current assets, £3,422,575; 
net current assets, £1,778,447. Debenture 
stock outstanding and loans secured on 
mortgage of properties, £1,345,000. Profits 
for 1948 are estimated to have been at least 
equal to the previous year’s results. The 
last accounts show a capital cover of more 
than 3} times for the preference issue. 


CONVERSION 


Venesta.—Holders of the existing first 
mortgage redeemable 44 per cent debenture 
stock, called for redemption on April 1, are 
offered in exchange £439,600 first mortgage 
34 per cent debenture stock, 1959-79. Cash 
applications may be made at £101 per cent for 
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any part of the new stock not taken up by 
conversion. 7 
Commonwealth of Australia — 

ances for conversion into the new 3 Per cent 
stock 1972-74 totalled £10,870,000, i 
£5,000,000 to be repatriated by the Australian 
Government and £2,116,000 to be taken up 
by the Commonwealth Bank for cash 
the terms of the prospectus. The new stock 
opened at 5/5 premium, 


OTHER ISSUES 


British Enka.—Shareholders registered 9g 
January 10 are offered 2,500,000 5s, i | 
shares at 6s. 3d. per share in the proportion 


one new share for each two 5s. stock units 
held. 


Arthur Bell (Whisky blenders and dis 
tillers).—-Dealings are expected to begin op 
February 8 in 298,453 cumulative 4} per cem 
£1 preference shares at 21s. per share. The 
shares are to be placed on the Glasgow and 
Edinburgh Stock Exchanges. 

Easterns.—Ordinary shareholders registered 
on January 11 are offered 292,000 2s. ordinary 
shares at 12s. per share in the proportion of 
two new shares for every five ordinary shares 
held. Existing preference shareholders are 
offered 115,000 cumulative redeemable 5 pet 
cent £1 preference shares at par. 


New Issue Prices 


Issue Price, 

Name | Price jan. 19, 

i {a i949 

Australia, 3°) 1972-74 sarin cenit 100 100%—100 
Austin Motors, new {10/- paid). ... | 25/0 17/10}-38/ 
Beales Assoc. Cos., 4 one 14/0* 14/0—14/$ 
Beck (Meters), 54°, Cum. Pref..... | 21/9*% 21/0219 
Bellow Machine, 26..... nine 5 6* 5, 6—5/F 
Do. 54% Cum. Red. Pref 22/0* 21/6—-24 
Bentall (E. H.), 5°, Cum. Pref..... 21/0 20/9—35 
Calor Gas (Holdings), 5/- Sox 20°'6* 20/6-—-210 
Crofts Engineers (Holdings), 5/-.. 200° 25,6~-23/9 
ime. Oe, Cite, Pret, . wwe weccca 4 ale 5—25,6 
Elkington, “A” Ord cessccesed | 24/0% 23/6268 
Do. 6° Cum. Pref. ........... | 24/0% 23/9246 
Do. 44°, Unsec. Notes,’54 54-68 | 1004* 101—1@ 
MeNeill (F.), 5.- sesccecssse | 15/3* 15/7)—-EA 


18/14* 190 196 


Newman, Hender, 10/-.. aay \ 
eae 24/1)", 24/0—24/6 


Do. 5}$% Cum. Pref. .... 


WOME, BOA. Ss cases eas ci ... | 15/9* 18/6—18/9 
SD 4 eer ee .-... | 22/0a 23/3—-256 
“PUD SIONS in 15 pcos sdpe de « 32/9* 33/9-—MA 
em Si Coke 0b. oc dic dvs 21/74*) 21/9—22/5 


{a) To public. * Placing. ¢t Introduction 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: F. W. Woolworth; Associated Motor Cycles; Carreras; Venesta; Westinghouse Brake; 
British American Tobacco; Weyburn Engineering; Parsons Engineering; J. Samuel White. 





j | Net : { ; } 
Prices , j || Price, |) Price, | Yield, | Yuu Prices, \| Last Two | Price, | Price, | Yield, 
Year 1948 Name of Security , Jan. 12,) Jan. 19) Jan. 19, oo 19 Year 1948 Dividends Name of Security || Jan. 12,; Jan. 19,, Jan. 1% 
sie es ; 1949 1949 | 1949 | “""Igq9° | —— a ; ||” 1949 1949 | 1949 
Hich | Low } (n) High Low (a) (b) (ce) ‘ | 
Briti u i eg 8 ae ed, ij 
101} | 100% ‘War Bonds 24% August 1, 1949-51) 1008 || 100% | .... | 1 8 le | Pe pom if Other Securities if «©« 
1014 | 100} Exchequer Bonds 13% Feb. 15, 1950, 100§ || 100, | 0 1010/1 5 7 | 106} | 1014 | (é) | (d) Australia 34% 1965-69..... | 104xa | 104 | 218 
10248 100§ == War Bonds 24% March 1, 1951-53. 1024 || 102% {0 3 9/110 le} 102§ | 99 H (d) | (d) Birmingham 23% 1955-57...) | lol | 242 0% 
1034 | 100 War Bonds 24° March 1, 1952-54.|' 103.4 | 10 09 11134 le 8 | 5% || 5c) SOc Angio-American Corp., 10/-. || 5 4.15 3 
1044 | 101% ||War Loan 34°, (after Dec. 1, 1952)' 103% | 1038 | 1 0 9 | 212 10 104 | 7 |} 25 b| 5 a |Anglo-Iranian Oil, {1...... 4 8 “a 13 ts 
103}t | 99% War Bonds 24% Aug. 15, 1954-56.| 1024xd|| 102gxd| 0 16 7,118 5¢] 87/6; 69/- |} 10 6| 5 a@ Assoc. Electrical, Ord. f1...| 78/- | 79/- | 315M 
a , 100 Funding 23°; Tune 15, 1952-57....'| 10 || 103% |1 2 812 7 42] 78/3) 62/3) 15 ¢) 18 ¢! Assoc.Port.Cem.,Ord.Stk.{1) 79/6 ; 79/6 | 315 6 
106$ | 100} "National Def. 3% July 15, 1954-58!) 104fxd| 1054 | 1 110/2 8 2/7] 38/6) 29/6) 40 c| 40 c¢ AustinMotor,‘A’Ord.Stk.5- 33/9 , 33/9 | 5 18 6 
105} | 101, = War Loan 3%, Oct. 15, 1955-59... .|| 105% || 1064 | 2 211!) 2 8 10/] 84/-| 72/9|| 7.4) 7 © Barclays Bank, Ord. ‘B’ {1.|\ 78/- | g0/- | 30 0 
104§ | 100 Savings Bonds 3% Aug. 15, 1955-65) 103hxd)) 103gxd, 1 8 3/214 Ti} 10g | 8} | +25 © t12ba Bass Ratcliff, Ord. £1...... i 178/- | 179/- | 215.8 
102% | 9% | Funding 24% April 15, 1956-61....! 1024 | 1024 | 1 4 4/2 7 214 105/-| 85/- | 12 6| 8 @ British Oxygen, Ord. fi....!| 5) | 5p | 318 0 
1044 984 | Funding 3° April 15, 1959-69..... i 1 ; 1048 | 1 8 61215 41] 46/1) 36/- 2ha| 5 b Courtaulds, Ord. f1....... | 38/3 | 38/ i317 
114@ | 110} | Funding 4°, May 1, 1960-90...... | 1144 | 114% 1018 2,212 4e] 32/6! 25/- || 27kc| Tha |\Distillers Co., Ord. 4/-..... jj. 29/9 | 29/3. |.315 
103} | 97% |Savings Bonds 3°, Sept. 1, 1960-70' 103§ {1 103 {1 9 9/216 117] 35/-| 27/9 8 ¢| 8 ¢!Dorman Long, Ord. f1..... | 33/6 | 33/6 | 415 
9 92% Savings Bonds 24° May 1, 1964-67) 984 || ret g 19 3;212 Si} 79/9; 67/6 15 c| 15 ec! Dunlop Rubber, Ord. f1...|) 75/9 16/3 | 318 8 
1164 112} Victory Bonds 4° Sept. 1, 1920-76) 1264 ) 1 120/215 6] 53/-) 43/7 7 6| 3 @\\Imp.Chem. Ind.,Ord.Stk.{1)) 48/9 | 48/6 |4 2 6 
103% 96} Savings Bonds 3% Aug. 15, 1965-75}) 101gxd}101 xd) 111 2 217 81 65 44 19$6, 1344 | Imperial Tobacco, £1...... ij 5H | 5k | 5 16 0 
111 107¢ Consols 4% (after Feb. 1, 1957). ...| l09%xd), 109jxd 019 2 213 Sf] 48/9) 40/- || 10 ¢| 10 ¢/ Lanes. Cotton, Ord. Stk. £1), 45/9xd. 45/ 4 1 $8 
1063 | 102 Conversion 34% (after Apr. 1, 1961)!| 1 / 1064 (1 7 2'218 Gf] 56/6; 43/9 i 10 ¢| 10 ¢ Lever & Unilever, Ord. f1. l 51/3 50/- 4090 
$3§ | 744 Treas. Stk. 25% (after Apr. 1, 1975), 79% || 80) 114 7/3 3 Af} 61/3) 47/6 || 10 ¢| 10 @ London Brick, Ord. Stk. £1) 53/9 | 60/6 |3 6 1 
99 | Qt | Treas. Stk, 3% (after Apr. 5, 1966).|, 99 || 999 [113 4/3 O11f] 66/1, 47/- || Slim) 746 P’chin J’nson, Ord. Stk. 10/-| 52/6 | 53/- | 414 4 
1004 | 934 |/Redemp. Stk. 3% Oct. 1, 1986-96. .| 10144 | 101 1112 4/219 57] 63/4j| 49/6 1,12 ¢| 12 @ |P. & O., Def. Stk. {1......|| 52/- 51/6 | 413 2 
B34 | 744 (Consols 29% «2106.60. ... eee ees | 80 \\ “80 }114 4|3 2 Sf] 358 | 30f |t744-¢\t77—c Prudential, ‘A’ f1......__. | 3 32 1|2 8 Of 
1034 | % | Brit. Elec, 3% Gtd. April 1, 1968-73! 103 || 103 |110 5/217 5/] 59/9, 49/9 | 1A E 12} ¢ | Stewarts & Lloyds, Def. f1_!| 56/6 | 56/9 |4 8:8 
Oty | 99% Brit. Eleo, 3% Gtd. Mar. 15, 1974-77) 101% || 101 | 112 8) 218 67] 85/73 71/62) 45 6! +2ha “Shell” Transpt. Ord.Stk.£1)) 73/9xd. 74/4412 0 @# 
10Lk | 93 Beit. Trans. 3% Gtd. July 1, 1978-88, 1008 | 100% | 112 6/219 Si] 7% | SH) 124¢) 1ohs ‘Tube Invst., Ord. Stk. £1..)) 6) | 63 | 314-0 
103, 955 _ Brit. Trans. 3°, Gtd. April 1, 1968-73, 1024 | 102 | 110 8) 217 9/7) 90/9) 72/6), 1136) 3fa Turner& Newall, Ord.Stk.{1, 84/ xd) 84 4 3 0 
Redemption yields on stocks optionally or finally redeemable within the next five years 93/3 | 16/- | 55 a! 55 b \ Woolworth (F. W.), Ord. g/-! 82/6 81/6xd) 4 5 Uh 

are worked out on the assumption that they will be repaid at the earliest date. Redemption i i i i : ' 


yields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘e’), and those paying 3 per cent or less will be repaid 
at the latest date (marked ‘I’). (mw) Net yields are calculated after allowing for tax at 
9s. ia the £. (f) Flat yield. * Assumed average life 15 years 6 months, 


+ Free of tax. 


(4) Interim. (0) Final. (c) Whole year. (4) Int. paid hall-yearly. 
redemption date. (J) To latest redemption date. (m) 15 months. Yield basis 25% 


(e) To ea test 
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Statistical Summary 


GOVERNMENT RETURNS 


For the week ended January 15, 1949, 
total ordinary revenue was £184,373,000, 
against ordinary expenditure of 468,421,000 
and issues to sinking funds £40,000. Thus, 
including sinking fund — allocations — of 
{12,959,000, the surplus accrued since April 
Ist is 442,119,608 against {373,887,000 for 


the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 








Receipts into the 
Exchequer 
{f thousand) 


Esti ‘ "eee 
ril | April | 
Revenue a 4g " Week | Week 
1948 to to fended! ended 
Jan. Jan. | Jan. | Jan. 
1? 15 17, 15. 


1948 1949 | 1948 | 1949 














ORDINARY 
REVENUE 


Income Tax...... 1309150) 672,148 726,21 73,937 105148 
Sur-tax 90,000; 42,555 48,45 7,000, 6,500 
Estate, etc., Duties 160,000, 131,129, 138,0 2,700! 2,600 
Stamps. . TT 55,000, 41,780, 44,41 1,100) 850 
Profits Tax ..:. . 250,000) 26.970: 151,04@ 1,000 3,800 
E.P.T. ‘ 206,018! 73,705 4,500 2,100 
Other Inland Rev. 1,000, 215 245 40 85 
SpecialContributn. 50,000; oad 41,75 4,300 
Total Inland Rev. 1915150:1120815 1223867} 90,277 125983 
Customs.......+- $20,600, 627,534 657,694) 15,384 15,502 

6,900! 6,500 


Excise .......--- 726,550; 457,800 564,000 


Total Customs & 
eS ee 1547150 ,1085534 1221694 22,284 22,002 
3,642 10,778 
3,777, 4,222 


Motor Duties 50,0001 29,535 31,64( 
Surplus War Stores 102,00€ 137,418 95,52 
Surplus Receipts \ 

from Trading 57,006 
P.O. (Net Keevipts) Ps one ‘nd 
Wireless Licences 11,006 7,450 7,75 


79,175 24,564 3,000 19,738 


Crown Lands..... 1,000) 690 66 ! 
Receipts from | | 

Sundry Loans 14,000; 21,305 13,560 1,475 53 
Miscell. Receipts. . 68,000) 198,685 115,458 725: 1,597 


Total Ord, Rev... 3765300-2680207 2734727125180 184373 


cogging ech ata seaacasniieaitebighel 
Serr-BaLancinG | 
Post Office Te arn 117,300; 2,100, 2,400 
Income Tax on 
E.P.T, Refinieds — 18,357, 6,916 171 189 
ee 3931500 2809094 285894 3127451 186962 





Issues out of the Exchequer 
to meet payments 
(4 thousand) 


Esti- i 

Rey , | April | April 
Expenditur 1948-3 Bec Leie Week | Week 
. te “| -t ended | ended 
Jan. Jan. |] Jan. | Jan. 


Mc] 2a aS | aS 
1948 | 1949 } 1948 






ORDINARY 
EXPENDITURE | 

Int. & Man. of 

Nat. Debt ..... } 500,000) 379,612 360,311) 5,928 5,616 


Payments to N. 


Ireland........ 26,004 16,269 20,416) ... 1,855 
Other Cons. Fund 

Services ....... 8,000} 6,847 6,874 239 250 
Total ..........., 534,000) 402,728, 387,601) 6,168, 7,721 
Supply Services .. 2442657)1891525, 1892047} 55,860, 60,700 


Total Ord. Expd.. 2976657)2294255 2279648 61,968 68,421 
Sinking Funds..../  ... 12,959... | 


Seir-BaLancine | 

Post Office... 2... 150,206, 116,530 117,300, 2,100 2,400 
Income Tax on oad 
E.P.T. Refunds 16, i 
otal ......... . 314285712423140 2416825 64,239! 71,050 


After decreasing Exchequer balances by £1,013,927 to 
£4,037,170, the other operations for the week decreased 
the gross National Debt by £112,521,820 to £25,583 million, 

NET RECEIPTS (£ thonsand) 
Land Settlement (Facilities) Acts, 1919 and 1921 12 
Cotton (Centralised Buying) Act, 1947, sec. 21 (3) 6,500 
Gifts from Australian and New Zealand Govts... 8,000 





18,357 esd 171,189 


14,512 
NET ISSUES (£ thousand) Ta 

Post Office and Telegraph (Money) Acts, 1946 and 
po TE RS SIS is COE Be 450 
se ote ee, RECO AIEEE REI RESTO eS ‘ 232 
= Canal Shares: Issue to Reduce Debt...... 128 
: erseas Trade Guarantees Act, 1939, sec. 4 (1).. 31 


Cant Authorities Loans Act, 1945, sec, 3 (1).... 4,100 
Way jilustry Nationalisation Act, 1946, sec. 34 (1) 10,000 
ar Damage : we Trade 750 
wee ar Damage Commission. ...... 3,000 
Finance Acts, 1946 and 1947, Postwar Credits .. 226 


18,917 


CHANGES IN DEBT (¢ thousand) 


Net Recesprs Net RePayMENTS 
Nat. Savings Certs. 800 Treasury Bills .... 101,685 
24% Def. Bonds. . . 415 3% Def. Bonds.... 1,011 
Ways & Means Ad- Tax Reserve Certs. 10,825 





VANCE 62... .. 15,815 Other Debt :— 
Internal. ....... 29 
External ....... 1 
Treasury Deposits. 16,000 
17,030 129,551 


FLOATING DEBT 


(& mithon) 







Ways and 











Treasury Means 
— Bills Advances * De. Float- 
e —— . 
| Bank | posits 














Pubtie ot 
Tender Tap 
| 


Depts. | Eng- 
land 










2210-0 2474-3 
4637-3 





5 

=§ 
2220-0 |} 2415-3 +0 16370-0 
«» 1642240-0 | 2446-7 +5 16395-3 
w 2342250-0 | 2446-5 -016416-9 
« 301225)0-0 1 2424-6 + 0463881 
Nov. 6 [2250-0 /| 2394-8 5-0) 6364-5 
ww 1342250-0 | 2402-5 *015355-2 
» 20}2250-0 | 2414-7 +5 16368 +8 
a ae 2250-0 | 2585" 5 +0} 6357°5 
Dec. 4122500 | 2390-3 -0}6392+4 
w 11} 2259-0 | 2395-0 +5 }6393°9 
» 18]2250-0 | 2341-6 -0}6406°1 
| 4579-1 -016355.5 

1949 | 

Jan. 8|2249-0 | 2272 0 *516271.2 
ii 5+ 16169- 3} 





2220-0 | 2190 4 


TREASURY BILLS 


(4 million) 






Per 
Amount a Cent 
Date ot ~ at Atlot Allotted 
Tender lAppted| eo at 
Ditered “PPS Allotted| _ Min. 
| Rate 
Jan. 16 0 57 
Oct. i5 “0 59 
ng eg “0 | 48 
a “0 | 43 
Nov. 5 *0 a4 
tan “0 | 53 
19 “0 1 52 
» 0) 48 
Dec. 53 °U | 31 
a ae *U 38 
"a “0 | 52 
ae 0 41 
om Oe | 58 
1949 
jan. 7 56 
14 57 


On January 14th, applications for bills to be paid on 
Wednesday, Thursday, Friday and Saturday were accepted 
as to about 57 per cent of the amount applied tor at 
£99 17s. 5d. and applications at higher prices were accepted 
in full. Applications for bills to be paid on Monday 
were accepted at £99 17s. 6d. and above n full. Ap- 
plications for bills to be paid on Tuesday were accepted 
at £99 17s. 5d. and above in full. £170 million (maximum) 
of Treasury Bills are being offered for January 2ist. 
For the week ended January 22nd, the banks will not be 
asked for Treasury deposits. 


NATIONAL SAVINGS 
(£ thousand) 







otals, 
Apr. 1 to 
Jan. 8, 
1949 


Week Ended 


Jan. 10,{ Jan. 8, 
1948 | 1949 









Savings Certificates :— i 
5,450 2,400 







































RADII. inns cease bese 86,500 
Repayments .......++++ *. 1,950 1,700 99,600 
Met SAVINGS. < oc2dsncse- 3,500 213,100 
Defence Bonds :— 
MOSES, «os cieeehesnas 1,070 | 805 30,490 
Repayments .......--+4- 886 589 36,045 
cade sr 
Be eee ee ee 184 216 
P.O. and Trustee Savings 7 
Banks :-— 
Reotints... 5.428458 .- | 17,674 | 14,981 | 486,695 
Repayments ........++4- 8,536 | 8,015 | 484,995 
Net Savings .....-.++++: 9,138! 6,966} 1,700 
Total Net Savings......... 12,822 | 7,882 |Dr 16,955 
Interest on certificates repaid 351 36 11, 
Interest accrued on savings i 
remaining invested ...... 2,263 | 2,331 $3,589 





BANK OF ENGLAND 
RETURNS 


JANUARY 19, 1949 


ISSUE DEPARTMENT 


£ £ 
Notes Issned:— | Govt. Debt... 11,015,100 
In Circulation 1234,117,257 Other Govt. 


In Bankg. De- Securities ... 1288,273,456 

pariment .. 66,130,576 | Other Sees.... 702,552 
| Coin (other 

| than gold)... 8,892 

| Amt. of Fid.——-———-—— 

ee 1300,000,000 


Gold Coin and 
Bullion = {at 
172s. 3d. per 
oz. fine)..... 247,833 


1300,247,833 





1300,247 833 








BANKING DEPARTMENT 


f i f 
Capital ...... 14,553,000 Govt. Secs.... 354,195,941 
enh. cievk ‘ 3,691,184 | Other Secs.:— 47,060,770 


Public Deps.:- 21,432,919 | Discounts and 
Public Accts.* — 13,079,741 Advances... 23,506,410 
H.M. Treas. | Securilies.... 23,554,360 
Special Acct. 8,353,178 | 


Other Deps.:- 431,974,461 
Bankers..... 341,026,322 | Notes....... « 66,130,576 
Other Accts... _ 9,948,139 | Coin......00- 4,266,277 


471,651,564. 471,651,564 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 


ssue Dept. :— 
Notes in circulation..... 


1285-01272-: -331234-1 
Notes in banking depart- | 





ES es vagh en Aa 115-2! 27°¢ ‘0 66-1 
Government debt and 
i! RS oe 1399-211299-. 3)1299-3 
Other securities......... 0-7 0-" 7 O-7 
GE Si 55 Roan Sie aS 0-2 0-2 +2) 0-2 
Valued at s. per fine ot... | 172/32 172/% 172/38) 172/4 
Banking Dept. :— j 
Deposits :-—~ | | 
Publie Accounts ........ 22° 27- 17-6; 13-1 
Treasury Special Account} ... | , sl 8-4 
Bawheer® iiinic <i sina’. a> v0 293- : -6 341-0 
Onan Sie cabs sce 5s $4: ‘1, 90-9 
AOU: wi asewnesces sous 410- QO; 453-4 
Securities -— ' 
Government..........-- 280-8 c -G, 354-2 
Discounts, ete..........- 12- 22- 20-8, 23-5 
SO ee a uate mes Sin 20: 2°! “4 23-6 
asc ks ds own ixdinnd 313: 1 401-3 
Banking dept. res.....:.... 115: 1 70-4 
“ Peopostion -? 06s 0a0y0e 0s ‘ “HR 12-6 35-5 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,350 million to £1,300 
million on March 4, 1948. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :— 








SILVER 


1949 ' | 
London |New York; Bombay 
ounce per ounce:per 100 tolas 
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New Business Contacts 


With its wide network of Branches, The 
Union Bank of Australia is able to give the 
fullest assistance to those seeking to establish 
new business relationships in Australasia. IH 
desired, visitors so interested will, be put in 
touch with importers and exporters of standing. 

Informative booklets are available concern- 
ing industria!, commercial and social condi- 
tions throughout Australia and New Zeaiand 





Head Office : 


71, CORNHILL, 
LONDON €t.C.3. 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Established 1837 


NATIONAL BANK OF EGYPT 


incorporated in Egypt. 
Liability of Members is Limited, 


Head Office ---CAIR 


Commercial Register No. 1 Cairo. 


- £3,000,000 
-_£3,000,000 


Branches throughout 
fusiva'ta 


and New Zealand 














RESERVE FUND -__ - 


London Office: 


6 & 7 King William Street, E.C.4. 


Branches in all the Principal Towns in EGYPT and the SUDAN 


UNIVERSITY OF MANCHESTER 
Applications are invited for the appointment of TWO RESEARCH 
ASSISTANTS IN ECONOMICS, ECONOMIC STATISTICS, POLITICS 
OR ADMINISTRATION. Salary £450 per annum. Duties to commence 
as soon as possible. All applications should be sent not later than 
March 4, 1949, to the Registrar, the University, Manchester 13, trom 
whom further particulars may be obtained. 








TEXHE University of Birmingham invites applications for the post of 
assistant lecturer grade III (£450-£500) tenable in the Faculty of 
Commerce and Social Science. Special qualifications in monetary theory 
and institution or economic history or statistics or economic theory 
would be an advantage. Applications, accompanied by the names of at 
least three referees should be sent to the undersigned, from whom 
further particulars may be obtained, by February 14, 1949. 
Cc. G. Burton, Secretary, University of Birmingham, Edmund Street, 
Birmingham. 





STAFFORDSHIRE EDUCATION COMMITTEE 
COUNTY TECHNICAL COLLEGE, STAFFORD 

Applications are invited for the post of full-time teacher of BOOK- 
KEEPING, ACCOUNTANCY and GENERAL COMMERCIAL SUB- 
JECTS. Applicants should possess a Degree in Commerce or Economics 
or should have suitable Professional qualifications. Experience in 
Commerce, Industry or Local Government will be an additional recom- 
mendation and will be taken into account when assessing the salary, 
which will be in aceordance with the current Eurnham Technical Scale. 

Form of application (returnable within 14 days of publication of this 
advertisement) and further particulars may be obtained from the under- 
signed on receipt of stamped addressed foolscap envelope. 

J. H. P. OXSPRING, Director of Education. 

Dept. F.E., County Education Offices, Stafford. 


COUNTY BOROUGH OF SOUTHEND-ON-SEA 
EDUCATION COMMITTEE 
MUNICIPAL COLLEGE 


Principal: R. W. WILSON, B.Sc. (Eng.), A.C.G.I., Whit. Sch., 
D.LC., A.M.LE.E. 


DEPARTMENT OF COMMERCE 


Applications are invited for the post of LECTURER in ECONOMICS 
and COMMERCIAL SUBJECTS, to commence duties at the earliest 
possible date. 

Candidates should be graduates in Economics or Commerce and 
experience in business and/or teaching is desirable. Salary in accord- 
ance with the Burnham Technical Scale with increments for teaching 
and/or professional and industrial experience. 

Application forms, together with further particulars, may be obtained 
from the undersigned on receipt of a stamped addressed envelope, and 
should be returned ‘to the Principal of the College, Victoria Circus, 
Southend-on-Sea, within a fortnight of the date of this advertisement. 

; H. BOYES WATSON, Chief Education Officer, 
Education Office, Warrior Square, Southend-on-Sea. January 7, 1949. 


7% one of the finest beauty spots in Surrey overlooking a lovely 
vale to the hills beyond, An Attractive Country Residence 
luxuriously .converted.into Maisonette-—and.Four Flats, modernised 
Entrance Lodge, Garages for nine cars, Greenhouses, Stabling, etc. 
All main services: central heating. Lovely pleasure gardens and 
meadow land, in all about 18} acres. For Sale with vacant possession of 
Maisonette, Two Flats and Entrance Lodge. Actual and estimated 
ross income. £1,794. Sole agents: Chas. Osenton and Co. (W. L. 
mden, F.A.I.), Leatherhead (Tel: 3001/2) or Ashtead (Tel.: 2382). 


i i i ntl et ttle tn ae 
Priated in Great Britain by St. CLEMENTS Press, Lrp., Portugal St., Kingsway, London, W.C.2. Published weekl >A 
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y N EW ZEALAND 


Incorporated with tumted habiity in New Zealand 






ia 
Represented at over 260° Bam 


in New Zealand and ot Mei ‘ 


f / 'bourne, 

( } Victoria: Sydney New South Wetes- 
2 Suva, Fiji; Apia, Samea, 

London Office: Head Office: WELLINGTON, NZ. 


1, Queen Victoria St., E.C.4 
O ™M. Samuel, Manager. 


P. L. Porter, General Manager . 


REFUGE ASSURANCE COMPANY, LTD, 


MANCHESTER, 


Chief Of STREET, 


ANNUAL INCOME EXCEEDS 
ASScTS EXCEED 
CLAIMS PAlv EXCEED 


(1947 Accounts) 


OXFORD 


£17,500,000 
£102,000,900 
€189,000,000 





CITY OF JOHANNESBURG 
THREE-AND-A-HALF PER CENT INSCRIBED STOCK 19 

NOTICE is hereby given that tn order to prepare the warrants & 
interest due March ist mext, the BALANCES of the several Agog 
in the above-mentioned Stock will be STRUCK on the night of Jatuy 
3ist and that on and after Feb.uary Ist che stock will be transfer 
ex dividend. : 

For Barclays Bank (Dominion, Colonial and Overseas) (Regisiuy 
of the above Stock), 
ROWLAND SMITH, Manager, 
January 10, 1949 


LEVERHULME RESEARCH FELLOWSHIPS, 194 


Application is invited for Fellowships and Grants in aid of resem 
The Fellowships and Grants are intended for senior workers whom 
prevented by routine duties or pressure of other work from Carty 
out research They are limited to British-born subjects mormij 
resident in the United Kingdom. In exceptional circumstanees & 
Trustees may waive the condition as to residence. 

The Trustees are also prepared to consider applications from gram 
of workers engaged upon co-operative progran:mes of research partie 
larly from those engaged upon long-distance programmes or in iistit 
cone in which the normal tacilities for research have been curtailed y 
the war. 

The duration of the awards will not normally extend over more tia 
two years or less than three months and the amount will dé a 
the nature of the research and the circumstances of the applicam 

Forms of application may be obtained from the Secretary, Del 
Haden Guest, M.C., M.P., Leverhulme Research Fellowships, 7, 
Row, London, W.C.1. a 

Applications must be received on or before March 1, 1949. Award 
will be announced in July and will date from September 1, 19% 


SUDAN GOVERNMENT 
The FINANCE DEPARTMENT requires men, aged 28 to 4 fi 
posts on the Financial Secretary's General List for executive duties 4 
the Finance Department or in the Statistical Section of Depart 
ment of Economics and Trade, Candidates should possess a Universi 
Degree (preferably honours) in Economics or Mathematics. 
Appointment will be on the following alternative terms: (i) Law 
Term Contract in Scale D.1 under which salary scale applicable ® 
resent appointment is ££600-660-720-780-852-936, all increases ‘bem 
iennial except the last which is available after three years at {BR 
Cost of Living Allowance payable at rates quoted below. Subject} 
Satisfactory completion of two years’ probation, contractual perio 
envisaged ranges beween 10 and 15 years on completion of whit 
candidate qualifies for gratuity ranging between £E3,000 and 
This gratuity is also payable on suppression of post or replacemem 
by Sudanese before completion of contractual period. Special gratuitl# 
in the event of discharge on medical grounds before com etion of 
contractual period. (ii) Provident Fund Contract with salary scalt 
of ££700-770-810-920-1,000-1,100, all increases being biennial except tH 
last which is available after three years at £61,000. Cost of livim 
Allowance payable. Subject to satisfactory completion of two 
probation, period of service not less than seven years or such 
period as will bring selected candidate to age of 38. Candidate a | 
tributes to Provident Fund at 74 per cent of salary and receives @ 
completion of period a Government contribution equivalent to his ow 
contribution plus interest. In all the above cases, starting rate 
be determined according to age, qualifications and experience 
Selected candidate, credit being allowed for war service. There @ 
prospects of promotion to posts carrying scales with higher maxims 
Cost of Living Allowance from £E180 to £E390 per annum according ® 
number of dependents is at present payable. Outfit Allowance # 
£60 is payable when contract is signed provided salary undef 
does not exceed £E600 or under (ii) £E700. (£E1=£1 Os. 6d.) 
is at present NO INCOME TAX in the Sudan. Free passage on appoltt 
mee. 4s ao y toes gg exXarmination. we ; 
pplication form and ‘General Information for Candidates” : 
obtainable from Sudan Agent in. London, Wellington House, Buckie 
ham Gate, London, §.W,1. Please mark envelopes“ Fi 
(Statistical).”’ 2 
FFICE, Flats and House Painting and Decorating. Furnishiat 
Flooring and Floor Renovating. Plumbing and Electrica! In 


tions. Cabinet Making. Reasonable charges. Work romptly ie 
—Bagots, 36A and 51. Elizabeth Street, S.W.1. e bial 


aa OTHER NOTICES APPEAR ON PAGE 173. 


Circus Place, London Wall, E.C.2 
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by THe Economist Newsparer, LT., 
ork, 6.—Saturday, January 22, 1949. 








